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Action After Prague 


ZECHOSLOVAKIA and Finland—the two countries“ upon which 
the Soviet vice is closing—are more than two small countries en- 
gulfed by the tyranny of a powerful neighbour. They are symbols and 
portents in the mind of Europe—symbols of a former betrayal by the 
west, portents of war and destruction which might be in store. The 
wave of grief and alarm that has swept over the free world draws some, 
at least, of its strength and bitterness from memories of 1939. So much 
bloodshed, so much sacrifice, so much suffering have been spent and 
borne to undo the injustices of that year. Now, barely a decade later, 
Europe is apparently back at that melancholy starting point. 

Yet the western nations should not resort to mere foreboding in 
measuring the significance of the Communists’ latest moves. What has 
happened in Prague resembles only in part the aggression of the Nazis 
nine years ago... Both acts of violation involved the destruction of free 
government by an internal minority allied to an outside Power, but the 
motives ate not the same. Paradoxical though. it may seem, Russia’s 
action in Czechoslovakia is in one important respect a defensive act— 
a consolidation of a control already in being in order to ward off imagined 
dangers from without. 

In. truth, neither in Czechoslovakia nor in Finland could the Commu- 


' mists’ be certain of maintaining their position at the forthcoming elections 


in May and July. On the contrary, all the eviderice suggested that they 
were likely to lose ground quite heavily. - This set-back would have 
occurred at a time when political confidence and economic recovery in 
the west are likely to be strengthened by the first stage of the 
Marshall Plan, Indeed, the fall in Communist popularity. may. already 
have. been partly caused by new hope of better times: among the free 
peoples of the west. The Russians have been on the defensive ever since 
the chance of a recovery programme appeared on Europe’s horizon, when 
the Cominform was hastily brought into being as the General Staff of 
the ideological war against the Marshall Plan. Czechoslovakia; the most 
democratic member in form and spirit of the east European bloc, 
whose Government first accepted the invitation to participate in the Paris 
Conference and then, on Russian instructions, withdrew, was the most 


exposed salient in the anti-Marshall line... Last week’s coup hammered 


‘out the salient-and closed the chief door by. which pernicious influences 


ian iomm-abee seesk might: Baty tuitenet. 


The policy: practised ax Prague, in its brutality, its open duplicity, 


f ‘eluinsy fakes, disguises, ard contradictions, bears, in spite of its’careful 
- Secret preparation, many of the marks of an’ action dictated by fear, And, 
, "dike ‘most actions dictated by fear, some of its results will not accord with 

: , _what. rt eecbe coi intended. If Russia’s aim in screwing down the nails 
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’ coffin was to. lessen the chances of the Marshall Plan and 


to win-@ found in the struggle against, European: recovery, the. coup at 
1) oy «Prague has failed... The Communists have, infact, dees gerdanaionss 
epee e92 Meet Re seebal Pian cand sieeced nein nt piece 
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The reaction has been general and immediate. ‘In Washington, Senator 


VbiiGedBierg, in the ‘masterly fashion’ he has made his own, has been 
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able to present his Bill for European Recovery to the Senate 
in an atmosphere» which makes isolationism seem lunacy 


. and support for Mr Wallace almost treason. In western 


Europe at large, the urgency of uniting the Sixteen Nations in 
a single bloc has gained fresh point. Inside each nation, all 
parties have received a last warning that no spoon is long enough 
for those who sup with the Communists. This realisation 
may, perhaps, even offer some hope that, in France, the bicker- 
ings between the non-Communist groups may cease, General 
de Gaulle may decide to join forces with the constitutional 
parties and the strength and influence of M. Léon Jouhaux 
and his Force Ouvriére may receive a new impetus. In Italy, 
the defection of Left-wing Nenni Socialists to the constitu- 
tional Saragat wing is reported to be considerable. All save the 
Communists and their fellow-travellers are now alive to the 
real meaning of the great variety of Communist “ shadow 
organisations ” which exist in every field and ominously recall 
Czechoslovakia’s “ action committees.” Prudent Russian: policy 
would have wooed America and Europe into.a false sense of 
security. Instead, every red light, every burglar alarm, every 
whistle has been set blinking and blaring from one end of the 
Continent to the other. 
* 


To recognise the Communist danger for what it is, and to 
realise that the latest moves are primarily defensive is not, 
however, to say that there is no real, threat to western Europe 
and that nothing needs to be done. The ruthlessness of the 
Czech coup is a measure not only of the Communists’ fear, but 
also of their determination. The Cominform’s field of activity 
covers France and Italy—in each of which roughly one-quarter 
of the voters have been ready in the past to vote the Communist 
ticket. In both these countries, a desperate effort will certainly 
be made to defeat the recovery plan before it starts, even, 
perhaps, at the risk of civil war. 


While there is imminent risk to the safety of these two ex- 
posed members of the western community, a more remote but 
no less real danger hangs over that community as a whole. It 
is that the plan for western association and the drive for 
European recovery are still only in the preparatory stage. . Lord 
Pakenham created fresh hopes on Wednesday when he. said that 
“a start is being made to give living embodiment to the Western 
Union idea.” But it is still permissible to wonder whether the 
western powers are not scared of it too—at least scared enough 
to hesitate to take the plunge from the crumbling bank of national 
sovereignty into the unknown. waters of sharing, pooling, co- 
operation, integration and all the other unfamiliar responsi- 
bilities which western association demands, 


The lesson is clear. The answer to the Czech coup is. two- 
fold—first to. maintain free government in Italy and France, 
where the next Communist offensive will be launched ; at the 
same time to lay with all possible speed the foundations of 
western union. The chief responsibility in the first case must 


* lie with the French and Italian Governments. They alone can 


decide on the steps to prevent a minority from overthrowing 
the republic by unconstitutional action. But the governments 


which form the core of any future western association—Britain, 


France ‘and the Low Countries--can go a certain distance to 
increase the general strength and security of the western fringe, 


After Prague, can they afford to delay any longer in. uniting . 

themselves in a formal defensive alliance. against all outside _ 

aggression, either against themselves or any other western — 

European state? “Have they given any thought to the legal 
sided Ogee en 4 


and constitutional problem of < 


closely so as to cover such modern methods of aggression as 


infiltration or the use of armed minorities within the coi 


to overthrow lawfully elected governments ?. The pact would - 
be open to all like-minded states, but the five founder members . 


__ This, then, is the ‘crucial first decision to be taken 
the decision to set up a continuing organisation | 
planning agency, staffed with men whose energy and experience. 
“are ‘adequate to the tremendous task of evolving the proper 
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would need to establish at once regular staff discussion to ¢o. 
ordinate policy-and standardise equipment. § ~~ om 

There are two reasons why it is essential that the United 
States should be associated with any such pact. The first is 
obvious. If Russian policy is, after all, adventurous and ageres. 
sive, that pact is not simply the concern of western Europe, 
It is the concern of the world, and the United States, as the 
most powerful member of the world community, has an equal - 
responsibility with western Europe to check aggression.» If 
possible it should be checked peacefully by making it clear 
in advance that any attack delivered in any quarter will lead to a 
major war. : 

The second reason for American participation is inherent in 
the present economic weakness of western Europe. Since. 
nearly all the nations likely te be concerned with a defence pact 
are on the razor edge between collapse and recovery, largely ag 
a result of the war they have already fought, the addition of a 
rearmament programme to their over-strained industrial capacity 
might prejudice their whole chance of success under the Re- 
covery Programme. For a year or two, at least, there is need 
for some arrangement—possibly under a modified form of lend- 
lease—whereby American and Canadian equipment. can be made 
available to the armies of Europe. Nor is it simply a question 
of materials ; manpower is just as short. Although a policy of 
reinforcements to the American armies of occupation in Ger- 
many, Austria and Trieste may be unpalatable to a country as 
profoundly pacific as the United States, the lesson of all the 
dreary years of appeasement is surely that failure to. take reason- 
able precautions in time involves a nation later in infinitely 
greater suffering and expense. 

This question of timing is particularly important when the 
Russian case is considered. It can be argued that there is no 
drive within the Communist system which irresistibly compels 
the Russians to war. Unlike Hitler, Stalin has repeatedly shown 
himself able to retreat and to reconsider his tactics. The one 
thing that might tempt the Russians to further adventures would 
be the belief that the western world as a whole was as unwilling 
and unable to resist as the non-Communist groups in Czecho- 
slovakia. At times of uncertainty such as these the temptation 
to the waverers to climb on the Communist bandwagon is 
great. There is still time to pull them back with an American 
guarantee of western Europe’s integrity. 


The major objective remains, however, not military pacts and 
defensive alliances, but the building of a western union. No 
garrisons, mo defences will save the western world in the long 
run if it cannot find the secret of revival within itself. On this 
front, the news, though confused, is a little better.. The warning 
from Prague has jolted the western nations into activity. An 
immediate meeting between officials of France, Britain and the 
Low Countries opened on Thursday in Brussels. The agenda 
of association will be fully discussed and preparations made for 
a general meeting of the Sixteen in Paris on March 16th, 
which Mr Bevin will attend. But it is vital that at this 
ference the nations should pass beyond formal resolutions 
general speechmaking. By then the Senate Bill will have gi 
them an idea of the amount of aid they will be’ 
on for the first nine months, On that ne ; 
of concrete plans can begin, provided that the 
exist to undertake the work. 
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~ How Strong is the Eastern Bloc? | 


W ITH the fall of Prague the last obstacle to complete 
Soviet control of all eastern Europe north of Greece was 
removed. The obstacle, as events have shown, was hot formid- 
able: in foreign policy Czechoslovakia was already the complete 
and faithful ally of the Soviet Union. If the Russians wanted 
nothing more than security against foréign threats, and a firm 
grip on a geographical position and economic resources of great 
strategic importance, they had every reason to be satisfied with 
things as they were before February 25th. 

Over four years ago, before the war was over, Messrs Fier- 
linger and Molotov had signed in Moscow a treaty wider in 
scope and more precise in commitments than the pact of Dun- 
kirk between France and Britain. Like all other east European 
pacts its main avowed object was to prevent German aggression ; 
it assured mutual assistance if either party were “involved in 
hostilities with Germany or any other state uniting with Ger- 
many, directly or in any other form.” But it also promised 
mutual respect. of independence and sovereignty, non-jnter- 
ference in each other’s internal affairs, economic relations on 
“the largest scale ” and permanent friendship and collaboration. 
This treaty became the corner stone of Prague’s foreign policy, 
and was proudly regarded by men of all parties. It was also the 
corner stone of the Soviet’s east European fortress. That the 
Communists in Czechoslovakia should have thought it necessary, 
with the approval, if not on the advice, of Moscow, to break the 
National Front and seize complete power is a sign of the 
grandiose proportions that the structure was intended to have, 
and of the haste with which its builders are now working. 


The intention is clearly to make of seven or eight countries 


(the fate of Finland is not yet decided for reasons discussed in 
an article on page 380) a solid bloc, held together by exactly 
similar political and economic regimes, directed by the greatest 
experts in power-politics modern Europe has seen—the Moscow- 
trained satraps: The bloc is to provide not only a bulwark 
against the west but also a firm base for action in whatever 
direction future Soviet policy in Europe may turn: towards the 
Aegean, the North Sea or the western Mediterranean ; against 
Turkey, Greece, Sweden, Italy or the Rhine Valley. Since Mr 
Marshall took charge of American foreign policy a year ago, 
the process of completing the bloc has been speeded up. And 
since the Cominform got busy last autumn, each country has 
taken one or more steps forward along the pre-determined path 
followed by its: associates; Bulgaria to the Jugoslav and 
Albanian stage of development, Rumania to the Bulgarian stage, 
Hungary and Poland to the Rumanian, and now Czechoslovakia 
to the Hungarian. The tempo steadily grows faster and soon 
the Communists will have completed that “ monolithic unity ” 
for which they crave. The finishing touches may well be given 
before even the vague outline of western union is visible. 

The time has come therefore to examine carefully the strength 
and the weakness of this Soviet base. Is the bloc indeed an 
organisation of “ kindred souls ”—to use Mr Bevin’s phrase ? 
Have the age-old feuds of some of its members been buried for 
good ? Can the social and political levelling be made complete ? 
Is the monolith as solid and as smooth as it looks ? 

Before the end of this year, this east European base will 
probably consist of Finland, Poland, Czechoslovakia, Hungary, 
Rumania, Bulgaria, Jugoslavia, Albania and the Russian zones 
of Austria and Germany. About its economic resources more 
will be said in a subsequent article ; it is sufficient now to men- 
tion Silesian coal, Rumanian oil, the mineral ores of Hungary 
and Jugoslavia, and the highly developed industries and skilled 


SS I 


workers of Saxony, Bohemia, Lower Austria and Budapest. Its 
population numbers over 110 million, with excellent’ military 
material. At present only Jugoslavia has an army of import- 
ance ; and it will take time to equip and retrain mass atmies 
in the other countries on Red Army lines; “But ‘the task ‘has 
certainly been begun. Russian-trained generals and staff officers 
—in the case of Poland numerous senior officers of Soviet 
nationality—are in charge at the key points ; “ political depart- 
ments” have been set up to indoctrinate all ranks through 
cofmmissars corresponding to the Soviet politruk. When “ politi- 
cally reliable” cadres are sufficiently numerous, the armies of 
the ex-enemy states, now limited by the peace treaties, ‘will be 
expanded. Armaments will be provided by the heavy industry 
of the Soviet Union, supplemented from the industrial regions 
of the bloc. Whatever their quality, the quantity of such arms 
will be impressive. 

On the credit side then, the Russians have. gained from their 
supremacy east of the Elbe a useful salient into central Europe, 
access to the Adriatic, a mighty increase of man-power and raw 
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materials, and many economic advantages useful to their war 
potential. But the very uniformity and strictness which give 
cohesion to the seven or eight governments are signs of the 
difficulties and weaknesses which must worry their master. 


The first weakness on the debit side of the Russian invest- 
ment in eastern Europe is the general hostility of the east 
European peoples to Communism. It takes several forms. In 
Catholic Poland, Czechoslovakia, Hungary, Croatia and Slovenia 
the Church, which has great influence over the peasants, is a 
centre of powerful discontent. These same peasants, and others 
who are not Catholics, fear forcible collectivisation. In 
fact no steps are being taken to collectivise the peasants ; the 
policy of the Communists is almost identical with that of the 
Russian Bolsheviks during the New Economic Policy after 1921. 
But NEP gave way after a few years to Stalin’s drive for 
collectivisation, and there is little reason to doubt that the 
example will be followed by the east European disciples when 
they think the time is ripe. In any case, even if the “ kolkhoz 
bogey ” is laid, the peasants are antagonised by laws compelling 
them to sell the bulk of their produce to the state at low fixed 
prices, by the disparity between industrial and agricultural 
prices, and by the extreme scarcity of manufactured goods. 
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Even more hostile are the professional classes, whose cultural 
background has been predominantly western ; and the shortage 


of experts and technicians in all fields makes their attitude a» 


source of serious embarrassment to the regimes. Finally, the 
working class is by no means uniformly enthusiastic about 
Communism. Stakhanovite methods of speeding up work may 
or may not suit Serbs and Bulgars ; but among the Poles there 
were unofficial strikes in Lodz in the autumn, and in Czecho- 
slovakia workers’ resentment against Communist management 
in the factories was growing until quite recently. Open opposi- 
tion to the Communists may be impossible ; but hidden resent- 
ment is a factor to be reckoned with in a time of crisis. 

A second source of weakness lies in the nationalist rivalries 
that exist between the states of the bloc. The nineteen pacts 
which have been woven since 1943 across the pattern of older 
enmities have not entirely concealed these rivalries. For 
example, there is still. no pact between Czechoslovakia and 
Hungary. In Hungary even Communist leaders express 
indignation at a peace settlement which is severer than Trianon ; 
and the Czechoslovak-Polish dispute over Teschen has been 
postponed, not solved. Finally, the master-planners in Moscow 
still face the impossible task of reconciling Germans with Poles 
and Czechs. 

Perhaps more dangerous than inter-state rivalries is the deep 
and strong nationalism within each nation, which is directed 
above all against Russia, the foreign conqueror and oppressor. 
Hatred of Russia has long been intense in Poland and serious 
in Rumania and Hungary. Even in the south Slav countries 
it bas grown since 1945, and may now extend to Czechoslovakia. 
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The foundation of this nationalism throughout history has been 
the peasantry. But even among the Left elements in the intel]j. 
gentsia, who were at first inclined to welcome Russian leader- 
ship as a unifying and socially progressive force, bitter dig. 
illusionment has grown. To east Europeans national survival 
seems at stake. It is easy to talk of the retrograde character of 
nationalism, and the merits of great multi-national units: Qe 
these men, with their backs to the wall, fear that they will 
degraded to the level of Udmurts or Yakuts, J 

These weaknesses must be weighed against the Soviet gains, 
It would, however, be foolish to overestimate them. All th 
existed under the wartime German yoke, yet Hitler had little 
difficulty in maintaining his grip, at least until the end of 1943, 
It seems probable, too, that the Communists have a better tech- 
nique than the Germans. Hitler confined himself to, exploiting 
existing rivalries, and relied on kings, generals, landowners and 
bureaucrats, who vaguely sympathised with Nazism, supported 
Germany when it was strong, but proved unreliable in 
adversity. The Kremlin. prefers to rule through its deyoted 
stooges, schooled by years of staff training in the Comintern in 
Moscow and of field experience in the world Communist under- 
ground. Communist propaganda is far more truly totalitarian 
than was that of the Nazis. Finally, it is probable that the 
Communists, by improving the material lot of a considerable 
minority of the population, will win some genuine enthusiastic 
support. They trust their stooges further than did the Nazis, 
and they will see that all the arms available go to them. For 
these reasons it would be wise to assume that the Soviet grip on 
eastern Europe will be stronger—even if more resented—than 
was the German. 


Operation Canute > 


HE President of the Board of Trade, declared Mr Lyttelton 

in last Tuesday’s debate, has become a modern Canute 
who piously implores the tide of rising prices to retreat from 
his chair; but the President will get his feet wet—very wet. 
This puts so vividly the most obvious criticism of the Govern- 
ment’s latest prescription for countering inflation that it is a 
pity to challenge the metaphor. But the truth is that, though 
the Government's methods are no better than Canute’s, there is 
a world of difference between their problem and his. The tidal 
pressure against which they contend is one which they certainly 
could abate if they but went the right way to work.’ 

Obviously, it was right to. show that. the so-called anti-inflation 
policy is more likely to increase inflationary pressure than to 
reduce it, and that the only real remedy lies in turning off the 
inflationary taps at the source, by reducing the excessive flow 
of incomes and the surplus volume of money. But the Govern- 
ment are unlikely to change the whole foundation of their policy: 
at the least, they are likely to stand by it until the results of 
their request to the Federation of British Industries to produce 
a plan for reducing prices and profits have been studied. In 
the meantime, they contend that, although their measures will 
not of themselves reduce the pressure against the dams of control, 
they are taking steps to.strengthen the dams. Such an argument, 
were it allowed to go unchallenged, might even now. have a 
specious appeal'to many people. 

Certainly, a full appraisal of the effects of price control is long 
overdue, In Parliament, it has been neglected in the past prin- 
Cipally because of a lack of sufficiently clear and comprehensive 
information of how the system really works. But, since the 
Government intend to rely even more heavily upon price control 
in future, attention ought to be drawn without delay to certain 
leading questions. How is it that a system which in future is 
expected to restrain increases in prices has so patently failed to 
do so in the past? What effects does price control have upon 
industrial efficiency? _To what extent does it distort the struc- 


ture of production? Will the latest extensions make the system 
work more, or less, efficiently? 

To the uninitiated, it might seem that the big rise in prices 
in the past two years is in itself proof that the system of 
control has not been working according to plan. But this is not 
so. Although the biggest rises have, of course, occurred in un- 
controlled goods (mainly luxuries) many of the increases in more 
essential goods have been lawful increases, often specifically 
sanctioned by the authorities. Except in the very short run, price 
controllers have never been able to devise any better test of the 
reasonableness of prices than their relationship to costs of pro- 
duction. This does not mean that all price controls work upon 
the crudest cost-plis basis; but, in general, the system 
has enabled manufacturers to pass on their cost increases to 
consumers. That, in itself, imposes a strain upon industrial 
efficiency because it encourages manufacturers to assume— 
sometimes wrongly—that they will never be penalised for 
inefficiency. : 

Unfortunately, the ill effects are often greatly exacerbated by 
particular techniques of price control. These are complicated, 
but a brief summary of their main features serves to “illustrate 
the difficulties which are inyolved in “ Operation. Canute.” 
Since 1941, the price controllers have’ progressively extended 
the range of goods. which ‘are controlled by means of @ 
uniform maximum price for each article or grade of article. But, 
until the Orders made last week, many of the less essential 
consumers goods were still controlled only by that crude formula 


-adopted at the outbreak of war. Under that system, the con 


trollers did not fix any specific prices at all, but simply decreed 
that a firm must not raise its price above the prewar level by 
more than the amount of any increase in its Cost per unit of pro- 


ducing or selling an article of the same type. The effect of 


this formula, to the extent that it worked, was to stabilise the 
cash profit per unit at the prewar level, but to leave costs — 
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wholly uncontrolled. During the war, as more ambitious tech-: 
niques of control were applied to essential goods and as produc- 

tion of many non-essential goods ceased altogether, the weak- 
nesses of the 1939 system became of diminishing significance. 
But since 1945, as production has become more diversified, the 
evil effects of this old formula have become more apparent. 
Not only was it impossible to track down and punish more than 
a few of the presumed infringements, but any firm could escape 
quite legally by producing or marketing goods which, often in 
some minor particular, were different from those it sold in 1939. 

Unfortunately, it is not only in these less essential categories 
of goods that the principle of cost-plus has been doing 
damage to industrial efficiency. Indeed, it is often in the more 
essential categories that the worst effects can arise. The Board 
of Trade has resorted increasingly to standard maximum prices 
wherever the types of goods could be precisely defined and their 
qualities specified. But this system of uniform maximum prices 
(as distinct from a different maximum price for each individual 
firm working under a cost-plus formula) had the result, 
always abhorrent to price controllers, that a price which gave 
no more than a reasonable profit to the average firm would 
leave the low-cost firm with a very high profit and might per- 
haps involve actual losses for firms with the highest costs. Yet 
the need to secure the maximum output of scarce goods made 
it necessary to ensure that even the marginal firm could secure 
a “fair” profit. Hence the authorities devised for some im- 
portant industries a supplementary method of control, resorting 
once again to the cost-plus principle. Under this hybrid system 
the maximum price which could be charged by a manufacturer 
of, say, utility clothing was either the prescribed maximum price 
which operated for all manufacturers of the article in question, 
or the maximum based upon his own costs, if his individual 
maximum was less than the general maximum. 


x 


The anomalous results of this system are easy to see. When- 
ever widely different maximum prices, all equally lawful, exist 
cheek by jowl for identical goods, the effects upon efficiency and 
morale are bound to be bad—for the lowest maximum prices 
govern the firms with the lowest costs, while the highest price 
is available only for the firm whose costs are highest. But the 
evil of this Gilbertian situation is greatly aggravated by the per- 
centage “ mark-up ” system of controlling profits. In these days 
of physical limitations upon output, that often means that a 
manufacturer cannot, increase his, profits unless he inflates his 
costs. Yet if he refrains from doing so, he actually gives his 
wholesaler or retailer customers (whose gross profits are like- 
wise governed by a cost percentage) an incentive to take their 
business to a higher-cost manufacturer. 

Probably not much diversion in fact takes place for this 


365 
reason ; most goods are so scarce that they will be bought at 


any price—even a low one. But this case, though extreme, is 
in principle typical of the way in which price control not only 


strikes" at the roots of efficiency and business morality, but 
provides a constant inducement to business men to do precisely 
the opposite of what the controllers intend. This tendency is 
not peculiar to the crude cost-plus system. Inevitably, it is the 
most essential goods (especially the standardised utility goods) 
which are most closely controlled, and the tighter the control 
there, the greater is the incentive to switch production to less 
essential goods where control of profits or costs is more lax 
and where quality may not be controllable at all. 

Will the latest extension of control reduce these evils ? On 
the contrary, it is more likely to aggravate them, for it follows 
the familiar and dreary technique of trying to block up loop- 
holes. In particular it imposes upon the less essential categories 
of goods which still were subject to the old 1939 formula a 
system which Mr Harold Wilson describes as “‘ more up-to-date 
and realistic.” Yet this control is nothing more than a stand- 
still at existing price levels, from which manufacturers may 
escape by the device of slightly modifying the specifications of 
their goods. True, they then face a different form of control, 
but this, in Mr Wilson’s own words, is “ rough-and-ready and 
need be no more” because it is “ designed to prevent evasion.” 
Such naivety is scarcely to be expected from a President of 
the Board after ten years of price control. This “ rough” system 
proves to be the oddest version yet of the cost-plus method ; 
the percentage “ mark-up” is to be applied, not to total costs, 


or even to prime costs, but merely to the cost of materials, and ~ 


the same mark-up applies whether a firm manufactures from its 
own raw materials or produces the same article by the assembly 
of purchased components. The scope here for “ legal” abuses 
looks wide indeed. The other new instrument in the armoury 
of price control is in principle more effective, for it extends to 
all cost-plus systems the new rule that increases in rates of 
wages, salaries or commission will not be allowed as increased 
costs unless the Board of Trade agrees that the increases im rates 
were justified by the principles laid down in the Personal In- 
comes White Paper. When applications for adjudication on this 
knotty point begin to flowin, the Board of Trade will face a 
severe headache. 

The truth is that such efforts to stop up the leaking dams will 
never keep pace with the damage that inflation wreaks upon 
them. The Government’s policy seems to them inevitably to 
require more and more control, more snooping, more cost 
investigations, and more prosecutions: Yet it could never 
succeed—not, at least, with any level of control below that of 
the most far-reaching totalitarian dragooning of the whole 
economy. It is much simpler, and incomparably less costly— 
whether in terms of politics or economics or social objectives— 
merely to turn down the pressure of inflation. 
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Flying Blind 5 Se win : 


HE greatest handicap to British civil aviation at present 
is not lack of a policy so much as failure to carry out an 
agreed policy. The conditions under which the three state- 
owned air corporations should operate were approved by Parlia- 
ment and laid down in the Civil Aviation Act of 1946. The 
limitations were realised and the cost was accepted “ with eyes 
wide open,” as the Minister of Civil Aviation has recently 
affirmed. In simple terms, British air lines had the choice of 
flying with modern American aircraft, which would give them 
better prospects of commercial success from the outset, or of 
“ flying British” at a heavy and unavoidable loss for several 
years, with the ultimate intention of encouraging British manu- 
facturers to produce aircraft capable of competing effectively 
with American types. 

There are few who would deny the good sense of the decision 
to take the second course. But the bill has already been heavy, 
and the next instalment is likely to be heavier. On their first 
year’s operations the three Corporations exceeded their 
authorised deficit of {10 million by £214,274. This loss would 
undoubtedly have been smaller if the Corporations could have 
suspended several uneconomic routes or have avoided heavy 
initial expenditure. But that would have been to abandon the 
whole justification for the nationalisation of air services. On 
grounds of imperial policy, services, say, to Australia could not 
be stopped by reason of their expense: the Middle Eastern 
services, again, which are also essential in the national interest, 
cest another £600,000. Such losses cannot be charged directly 
10 nationalisation ; they represent the cost of services which 
would have to be provided under any regime. And the loss of 
British Overseas Airways Corporation, to that extent, is of the 
same character as the subsidy which would have to be paid to 
privately-owned airlines to maintain similar services. 

But, even so, the loss would probably not have been so heavy. 
Private companies would have been less tolerant of departmental 
imterference and indecision, which have cost the Air Corpora- 
tions dear. Because there is, as yet, no single co-ordinating 
authority to supervise all aspects of civil aviation :policy, avoid- 
able expenses and disappointments have resulted. As Mr Len- 
nox-Boyd~pointed out, when opening the useful, if inconclusive, 
debate on civil aviation last week, “ In a field where the Govern- 
ment could provide a lead, and where a lead is necessary, they 
have never provided that lead.” The charge is reflected only 
too clearly in the report of the Courtney Committee on the 
development of the Tudor aircraft. The success of the original 
policy of 1946 depended entirely on the speediest development 
of satisfactory interim types of large British civil aircraft, and 
it was on the Tudor that the highest hopes were placed. Every- 
one pow knows. that its development has been. unduly slow 
and that none of the parties involved is free from blame. 

Two main weaknesses are emphasised in the Courtney Report. 
The first is the lack of any central responsibility for the efficient 
execution of civil.aviation policy. The Committee concluded 
that “ defective co-operation between user and producer” was 
the root cause of the trouble with the Tudor: 

There was such an effective division of constitutional respon- 
sibility among the organisations concerned that each could find 
unimpeachable reasons for keeping its constructive activity 
within moderate limits; and on none of the parties was there 
such a clear financial responsibility as would have impelled 
action. None the less, effective leadership could have.come 
from either of the two departments (the Ministries of Supply 
and Civil Aviation) but, for, reasons which doubtless seemed 
geod at the time, it did not. 

It was not that this was a failure in a sudden crisis,. The process 
of inanition was lengthy and its nature was common knowledge. 


It is, therefore, hard to absolve the Government from lack of 
drive or from unjustified preoccupation with problems which 
were secondary to the prime purpose of getting satisfactory 
machines into the air. There is something to be said for the 
respect which the departments have sometimes. shown to the 
autonomous character of the Corporations and for their hesita- 
tion to interfere in the development of a new type of public 
body. But even so there has been an excessive regard for sus- 
ceptibilities and form. A Cabinet sub-committee could haye 
knocked together the heads of the organisations concerned 
without diminishing their status, 

The second weakness is the costly and cumbersome proce- 
dure for bringing a new aircraft into service. Something has 
been done to improve it since the period covered by the 
Courtney Report and an experienced and impartial committee 
is now investigating the problem. But the assurance of the 
Minister of Supply in the recent debate that “ the future pro- 
gramming of planes for the Corporations is under constant 
review” hardly sounds very direct or forceful. It would need 
a much more inspiring report of vigilance and alertness to allay 
public anxieties about civil aircraft. More important, it raises 
yet again the question whether the Ministry of Supply has any 
rightful place at all in the acquisition of new machines. by the 
Corporations. The research and development functions of the 
Ministry are important: their value has been noted by American 
manufacturers whose works are now operating at only about 
3 per cent of their capacity and whose losses. last year were 
estimated at some $70 million. The recent. suggestion— 
endorsed in the debate by several Members—that the Ministry 
of Supply should withdraw, once the Corporations have placed 
their orders, seems sound. Its adoption would save time, money 
and friction. It would improve relations between manufacturers 
of aircraft and the Corporations which operate them. It would 
certainly please the Corporations. What they think of the 
present arrangements. which, incidentally, are reliably estimated 
to add between 2 and 3 per cent to the direct cost of an aircraft, 
in addition to the indirect cost of any delay in bringing it into 
operation, is stated in forthright terms in the report of British 
South American Airways. 


The present system of ordering aircraft through the Ministry 
of Supply is entirely contrary to the interests of the Corpora- 
tion. It imposes a third party between the user and the manw 
facturer, causing delays and misunderstandings. It takes 
control from the Corporation but leaves it with responsibility; 
it adds to the cost of aircraft, as the manufacturers’ price is 
loaded with departmental overheads. One of the prerequisites 
of successful airline operation is that the right aircraft should 

_ be available at the right time at the right price. Under the 
present system, the Corporation has no control over price, 
it is in the hands of the Ministry of Supply as to priority, 
and_is subject to very considerable interferences as to design. 

It is hard to believe that a central body for civil aviation, 

whether temporary or permanent, could have failed to correct 
such a situation before it:became a matter of open comment. 
Nevertheless, it would be unwise to set up*such a central 
authority now. The urgent need is now to give the machinery 
of the Civil Aviation Act a chance to run, though its aims could 
profitably be reviewed and adjustments could be made to it, 

There is plenty of “ play” in the machine and not all its parts 

ate properly synchronised, The “fly British” policy # 
implicitly intended to save dollars, as well as to support the 

British aircraft industry. Nevertheless, some American ait 

craft have been bought and six more are on ‘order. These ate 
for the. North Atlantic route, yet the present Constellations, 


although they are most efficiently operated, have insufficient — 
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capacity to secure for Britain its fair’ share of traffic, and the 
Boeing Stratocruisers will not be available for some time. But 
in the meantime, the Tudor will probably prove inadequate. to 
the traffic tasks of the Transatlantic service. When this first 
became apparent an ingenious compromise aircraft was proposed 
—a Constellation airframe with Bristol engines. It was rejected. 
It could now have been starting to pay for. itself, for the Tudors 
are still not ready and in any case they could better serve the Jess 
exacting Empire routes. In recent weeks it has been suggested 
that BOAC should acquire ‘the Canadair IV—a Skymaster air- 
frame with Rolls-Royce engines—which is already in operation. 
A case might be made for the acquisition of a few of these air- 
craft on the ground that they are equivalent to raw materials 
with a high dollar earning capacity, and that engine maintenance 
and replacement, which is one of the costliest charges on an air 
line, would not cost dollars, since the engines are British. It is 
therefore curious to note that the Minister of Supply does not 
know whether the proposal “ has gone so far as being put as a 
proposition to the Chancellor of the Exchequer.” This is indeed 
a distant attitude to adopt on such crucial problems as the saving 
of dollars and the supply of aircraft. Similarly, it is surprising 
that the transfer of BOAC’s Atlantic maintenance base from 
Montreal to Bristol could not have been effected earlier. 

Dollars involve the Treasury. The exact part which this 
department plays in civil aviation policy is not clear. But on 
a lower level of book-keeping, as two debates in the House of 
Lords and the Commons have shown, it is surely desirable that 
some indication should be given in the Corporations’ accounts 
of the cost of services which would not be run as a commercial 
venture. This is desirable to provide data for assessing the. cost 
of national as distinct from commercial operations. When the 
expenses of state airfields or of the system of navigational aids 
are included, it is obvious that the total effective cost of assistance 


NOTES OF 


A Covey of Conferences 


Events are conspiring to make people believe that Western 
defence pacts, talks about Germany, committees on customs 
union, united Europe movements and the next meeting of the 
governments interested in the European Recovery Plan are all 
somehow products of one mind and parts of one programme. In 
fact they are not, and it is important that the main ideas of ERP 
and Western Union should be held clear of the present diplomatic 
scrimmage. Otherwise the weight of the Swiss and the Scandi- 
navians_ will be quickly withdrawn from the team of fifteen 
governments which Mr Beyin will address in Paris on or about 
March 16. : 

That conference’s chief task will be to give to a working 
committee firm and clear instructions, which should lead to_the 
creation within a month or less of a permanent body to administer 
ERP. All the 16 governments will take part in the committee’s 
work and the leading role seems likely to fall—either within or 
outside the permanent body—to this country. Some difficult 
appointments have to be made ; a place of work has to be chosen ; 
a secretariat has to be formed; and the range of the body’s 
activity has to be roughly defined. ‘The chances are that all this 
will be done quickly and efficiently; the officials working on 
ERP have already developed a promising team spirit. Obviously 
forms and methods of*co-operation useful to Western Union— 
when it comes—will emerge from the ERP conference. But 
they will represent the work of 16 governments ; whereas what- 
ever ideas for economic tion come out of the Brussels 
conference of Ambassadors and experts, which began on Thursday, 
will represent the work of Britain, France and Benelux only. 

* * ® 

The rapidly increased tempo of diplomatic activity in the last 

week has rather flurried the more agar ition on Germany 













which have been on in London, As a result, it is hardly 
likely that the British, French and . ideas about Ger- 
wae oe Po ‘were a “ago. The French 


‘367 
to civit aviation is bigger than the’ Corporations’ accounts show. 
These high costs for airfields and other facilities are the justifi- 
cation, so rightly stressed by the Parliamentary Under-Secretary 
for Civil Aviation in a generally. disappointing speech, for 
charging the State air lines the same landing fees as other lines. 

The same point underlines the vital difference between the 
regular services, which the state Air Corporations run, and the 
activities of charter operators. The Corporations fly their 
Services, weather permitting, whether full or not. ‘The charter 
operators by definition, fly only when they have a load: and 
their fares are not controlled. Comparisons, always odious, are 
here inaccurate as well. So are comparisons between various 
companies which operate with fundamentally different aims and 
under entirely ‘different conditions. There is no true basis of 
comparison, so long as national policy is a paramount considera- 
tion for some companies, while others are governed by purely 
commercial aims. Geographical factors similarly play their part. 
The long stages of BSAA’s routes—the Azores to Bermuda 
leg is the longest in the world and perhaps the most difficulr— 
mean smaller groundstaffs at fewer bases ; it follows that miles 
flown per person employed are high. The other Corporations 
are laying broad foundations for what is as yet a small super- 
structure. Hence in their case miles flown per person employed 
are much lower, and they give a quite inadequate picture of 
the operitors’ activity and future promise. 

For their promise is great. Its realisation can be hastened 
by some of the measures discussed here—a tuning up of the 
machine in order to give it a proper trial rather than its scrap- 
ping or rebuilding. The general economic deterioration of the 
country of course makes the task more difficult. But British 
Civil Aviation can and should improve its supply of, motive 
power—by acquiring its own. aircraft, And it should: mark its 
course more clearly, and having marked it, hold to ‘it. 


THE WEEK 


delegation must have wondered whether their journey was really 
necessary when they found that the first week was spent in stating 
cases which, in their main features, have been known for months. 

The last ten days have shown once again that the mere mention 
of defence pacts is enough to set diplomats off in full cry along a 
well-worn trail, abandoning the fresher scents laid by Mr Bevin 
in his Western Union speech. The war scare which has 
followed the news from Prague is neither rational nor dignified ; 
and it is to be hoped that heads will be cooler by the time the 
Paris meeting takes place, To discuss European recovery with 
the fear of imminent war in mind does not make sense. The 
strategic situation, as distinct from the political, is no different 
from what it was a year ago. What is new is the avowed deter- 
mination of the Western governments not to be pushed around, 
To produce that determination has clearly been. Mr. Marshall’s 
intention all along ; and he is a man who, like Mr Stalin, calculates 
risks very carefully. A 

: . » . 
Defence Debate 


The debate last Monday on the Government’s statement 
relating to defence was a poor affair. Everyone was on edge 
owing to the week end’s news from abroad. Members who have 
been thinking of defence as something to have ready in ten 
years’ time were asking, rather unfairly, why it was not ready now, 
considering that it is to.cost £692 ‘million for the coming financial 
year: Mr Alexander’s speech was disappointing: it gave little 
more than a paraphrase of the White Paper, and lacked the 
clarity of ideas and imaginative sweep that a good Minister of 
Défence should command. Mr Alexander in that position is too 
much like one of the battleships he has recently scrapped ; solid, 
slow, old-fashioned, reliable but with too much weight above the 
watet-line for the Bikini age. Indeed’ the most cogent charg: 
against his exposition was that the new defence policy has too 
much of the old look. # Be eae ia, 9 
- Yet the Government case deserves more ae and 


sympathy than it has received. It is too early to redraft the 


sttategic scheme in the light of scienr'fic developments : unfess 
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a breathing space is given to the research. workers and the staff 
officers they will certainly prepare for future war on the lines 
that they fought the last—and_ so justify the jibe that is always 
waiting for them on the lips of politicians. If, om the other 
hand, they are told to be ready for war now or in the very near 
future, they will certainly propose an outlay of money, men 
and productive resources which would make nonsense of the White 
Paper’s basic principle—that “the first element in any coherent 
defence policy is the establishment of a healthy economy.” . 

The touchstone here is really civil defence, which, for quite 
grotesque reasons, does not come under Mr Alexander’s depart- 
ment ; if the Government’s advisers expect war soon, then the 
organisation and defence of workers and factories should begin 
now. If they do not, then they are quite right to ask for flexibility 
and caution in the disposal of men and the preparation of weapons 
ever the whole field of national and Commonwealth defence. 
Their critics must make it clear in the coming debates on. the 
Estimates whether they want fully efficient defence before 1950 or 
by 1960 ; it is quite clear they cannot have both. 

If 1960 is to be the date, then the amount of money and men 
(in and out of uniform) for which the Service Ministries are 
budgeting is excessive, even if allowance is made for the difficul- 
ties of absorbing and training the National Servicemen. Mr 
Alexander should hold firmly to his first principle that the source 
of military strength lies in a healthy economy, and should cut 
down the financial and industrial burden still further. The con- 
dition of doing so is for Mr Bevin to say quite candidly now to 
the Americans and the Dominions, and later to the possible 
members of a Western Union, that Britain is contributing far more 
than its fair share to their defence. Mr Crossman was quite right 
to argue in the debate that British military commitments are 
excessive ; but he is wrong to ask that more of them should be 
abandoned without a vigorous effort to share them with others, 
whether in Europe, the Middle East, India or Africa. 

The Opposition grumbled a good deal about the Government’s 
secrecy. There is an easy way round this difficulty ; Opposition 
leaders could and should be taken into the confidence of Mr 
Alexander. Mr Attlee should try to be magnanimous enough 
to consult Mr Churchill. Otherwise politics and security will get 
mixed up, to the detriment of both. 


2 * * 


Labour and the Marshall Plan 


The Labour Party’s memorandum on the Marshall Plan is 
in many respects an interesting document; chiefly perhaps 
because the occasional flashes of real insight are so. suddenly 
obscured by the distorting fog of party doctrines. It seems, for 
example, to recognise clearly enough that the degree of integra- 
tion envisaged in the Report of the Committee on European 
Economic Co-operation is not enough, and that something much 
more fundamental will be necessary to turn the European queue 
into a team ; but when it comes to translating this into practice 
the joint planning advocated resolves itself into an extension of 
existing schemes for international allotment of commodities and 
the international socialisation of the steel and chemical industries 
—hardly a very attractive programme for any but the minority 
Socialist opinion in the sixteen countries. Co-operative develop- 
ment of African resources by the colony-owning powers is. also 
recommended, in order to diminish European dependence on the 
western hemisphere. This in principle would meet with general 
approval, but it would be exceedingly rash to build upon it any 
exaggerated hopes é . 

So again the economic integration of Europe is put forward 
as a revolutionary aim which must be “recognised and ex- 
ploited”” as a dynamic new ideal, progress “by the unconscious 
broadening from precedent to precedent” being “ quite inadequate 
to withstand the strains and stresses to which the recovery pro- 
gramme will certainly be subjected in the coming years.” But the 
momentous reaction suggested to this challenge is merely a public 
declaration of faith in European unity. Is this really what 
the special meaning for Socialists of the idea of unity in Western 
Europe amounts 10? Apparently not, for it is also revealed 
between the lines that the real significance of Western European 
unity is that it alone can make the world safe for Socialism, and 
Socialists everywhere are warned. to guard against the. prostitu- 
tion of this constructive ideal.into the vulgar instrument.of anti- 
Soviet propaganda. by discredited (non-Socialist ?) politicians 
who hope to rebuild their shattered fortunes. . Finally, Socialists 
must take the lead in promoting European unity, for the success 
of the European Recovery Programme is declared to “depend. to 
a large degree on the spread of ideas and practices for which 
Socialist $ have 


ways fought,” though it is graciously admitted 
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that it would be incorrect to say that “ Socialists alone are capable, 
of a disinterested passion for European unity.” ost? mean 
‘There is something so disagreeable in this type — 

party self-esteem that it may easily blind the reader to much that’ 
is admirable in the memorandum, which in other respects sets’ 
out very fairly the aims of the Marshall Plan, its progress to date’ 
and its difficulties, The more the pity, therefore, that the 
Labour Party continues to display the same petty-mindedness 
which, boycotted the Hague Conference. It is all very well to 
summon a conference of trade union delegates from the sixteen’ 
countries, but it is far more important to mobilise public’ 
opinion of every political complexion to co-operate in the cause. 
of European unity. 

a * * % 


Which Method for Italy ? ae 


Those who believe the Russians are prepared to push to any 
lengths their resistance to the Marshall Plan look anxiously at 
Italy. Is a coup d’état in Rome and Milan next in the Comin. 
form’s calculations? One thing is certain. The Communist 
Party in Italy is in no position to repeat the exploits of Mr 
Gottwald in Czechoslovakia. The Communists, and with them 
the Socialists, were edged out of the Italian Government in May, 
1947 ; they have since been in no position to lay their hands on 
the Ministry of the Interior. This is the key position of political 
power in any state, but especially so in Italy, where twenty years 
of Mussolini did not entirely efface the memory of Giolitti and 
his metheds of fixing elections in pre-Fascist Italy. 

Any fixing that is accomplished before the first elections under 
the new constitution—in April—will have been the work of the 
strongest single party, the Christian Democrats. Control of the 
Ministry of the Interior has also given Signor de Gasperi’s non-' 
Communist Government control of the police—which played a 
crucial part in Prague. When, last autumn, the Communists and 
Nenni Socialists attempted to force their way back into the coali- 
tion by strikes and demonstrations, the police—armed, motorised 
and reported to be 150,000 strong—were used with impressive 
effect, particularly in Rome, where the general strike petered out 
on. its second morning. 

But the Left claims to.be overwhelmingly strong in other fields, 
It has attempted to organise in every sphere a species of shadow 
state beneath the real republic—with Communist committees in 
factories, Communist land’ movements, Communist municipalities 
and Communist partisans. Yet their strength is an uncertain 
quantity. It should be strongest in the factories ; but the Com- 
munist leader of the trade unions, de Vittorio, has been criticised 
for his “ weakness” in dealing with the vocally anti-Communist 
minority. If he were to decree strike action for blatantly political 
purposes, he might find his numbers dwindling, as did the French 
Communists in the November strikes. 

Although a Gottwald coup is out of the question, there are 
two other ways of winning power open to Signor Togliatti and 
his men—a victory at the elections and a successful civil war. 
Victory at the polls is almost certainly ruled out. At the last 
elections the Christian Democrats and the Right polled more 
than the Communists and the Socialists combined. Today the 
Saragat section of the Socialists—probably a growing section— 
has parted company with the Communists and is represented in 
the Government. If voting reflects this development, the Centre- 
Right poll will increase. 

There remains the most dangerous possibility—civil war. The 
Communists could not win outright, but they might reproduce 
the wasting sickness of Greece. Their chances are made the 
brighter by the inefficiency of the present Government and by the 
economic dislocation caused by its deflati policies. If 
opposition to the Communists led the Christian ats into 
unholy alliance with the neo-Fascists, other moderate Italians 
might take to the hills. 


* * * 
Spring Prospects in France 


When M. Bidault made his moving appeal for unity in France: 
between all those who. value “the freedom of the I Fatherland 


and the freedom of all fatherlands,” the whole Chamber with the. 


exception of the Communists rose to their feet to applaud. Their 
action is perhaps a symbol of the impact of the Czech crisis on 
French opinion ; and there is at least a little evidende of 4 genuine” 
effort behind the scenes to resolve. party differences and create 
‘Save Somer in parliament, a a 
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and it is to some such state within the state that they might look 
for their main reinforcements. Yet if this is the plan, it is pos- 
sible that they struck too soon last November. The independent 
Force Ouvriere has been busily organising itself since.. then, 
working out its relations with other autonomous unions. It hopes, 
when its first convention is held in April, to havea million workers 
behind it, which compares not unfavourably with the million and 
a-half in the Communist-dominated Confédération Générale du 
Travail. These figures are not, however, certain and many 
workers are doubtless deferring choice between the two. bodies 
until they see which way prices go. 

This is the crucial point, Can the French Government keep a 
measure of support among the working class in the three critical 
months before the harvest? The long-range prospects are not 
discouraging. Production in coal, electricity and heavy industry 
is back to, and even above, the record level of October, 1947; 
the general index is slightly above the level of 1938. The pro- 
spects for the harvest are good, with over 4,000,000 more acres 
under grain than last year and the likelihood of big yields. The 
franc is holding its own on the free market, and is actually 
stronger than it was in December, 1946. And M. Mayer has 
received an uncovenanted mercy in the shape of § billion francs 
of unclaimed 5,000 franc notes, the result of the recent blocking 
operation, There is also a chance that the arrears of unpaid 
taxes will be paid up as a result of that measure. 

The danger signal is the price level. January saw a sharp 
advance in industrial prices, since the subsidies of coal and steel 
had just been removed, Heating and lighting costs rose by one- 
third, and the overall advance was 4.5 per cent above December. 
The price of food rose only 3. per cent. If M. Schuman and 
M. Mayer can hold foed prices steady there is hope for them, 
for the Force Ouvriére, and indeed for France, 


x * * 


Trade Unions in the Czech Coup 


The leading part played in the Czechoslovak revolution by 
the trade unions and works councils is an ominous example of the 
very precise aims and methods pursued by the Communists in 
these bodies. 

As in all countries in the Russian sphere—including the Eastern 
Zone of Germany—the Czech trade union organisation was re- 
formed after the war on the Russian model, from the top down- 
wards, instead of from the bottom up. A central executive was 
established, led by the Communist Zapotocky and the fake 
Socialist, Evzen Erban. It was placed in absolute control of the 
unions, which were organised. on an industrial basis, grouped in 
a single Revolutionary Trade Union (URO). To refer to URO 
as the Czech TUC is,. therefore, misleading. Its centralised con- 
trol of dependent industrial unions makes this Russian type of 
organisation essentially different from the British. — 

Efforts were concentrated (as everywhere) on gaining the con- 
trolling posts in the key unions—engineering, mining and trans- 
port. The police, under the Communist Ministry of the Interior, 


were also formed into a union which was a sub-division of URO. 


By pressing a button in Prague, therefore, the country’s life could 
be brought to a standstill. : 
For months past the Communists had been trying to bring 
URO into. the National. Front in order to weight the balance 
in favour of the Left, but were resisted by, the other political 
parties... None . the less, the organisation took the lead in 
demanding various. measures, including the nationalisation 
“of all businesses employing more. than §0 people, and arrogated to 
itself the rights ofa political party...In the months before the 
putsch, there had been a campaign of intimidation of Socialist 
workers, aimed at forcing.them, to join the Communist party. 
Control of the works councils was being secured. Characteristic- 
ally, the leading repgesentative.of the trade union inside a plant 
tended also to lead. the works, council.. Communist practice is, 
in fact, to.make the trade union superior to the works council 
in order to ensure a single centralised direction of the entire 
labour world. . i 
In the putsch in URO med we role of threatening ysegunaa 
Benes with a general strike, if he refused to accept new 
Government. The stcike was never called because the President 
submitted, Previously, URO had been responsible for a token 
ies ciec twee cee oe ihe cognectn 
overwhelm:ng numbe: egates came from the « erin 
and transport industries, and from the works councils of the big, 
Communist-run plants, Finally, factories: were seized) by the new 
been: entirely disbanded. since the liberation; =... » : 





360° 
The Best of Both Worlds ? 


The supply day debate on trade policy in the House of 
Commons on Tuesday hardly contributed very much to the 
enlightenment of the public. ‘That was largely because the 
political atoractions. of the Russian Trade Agreement proved 
almost irresistible as a subject of discussion, and the quite 
exaggerated official secrecy about prices made informed criticism 
impossible. In the circumstances, therefore, it was scarcely to be 
expected that critics of the agreement would be able to make 
out a very strong case. But Mr Lyttelton’s remark that the 
coarse gtains bought from Russia would be paid for in the 
hardest of hard currencies, namely, vital items of machinery and 
equipment, was scarcely appropriate. If Britain can use these 
manufactures to buy food and feeding-stuffs, so much the better, 
provided that the terms of trade are reasonable—the essential point 
on which the Government persists. in keeping the public -in 
ignorance. In order to make -his point against the agreement, 
Mr Lyttelton would have to prove that the particular machinery, 
rails, locomotives, etc., could be sold elsewhere (eg., in the 
Western Hemisphere) on more profitable terms in exchange 
for equally essential imports. And this he was, of course, 
unable to do. Meanwhile, the public must be left to gather 
some comfort from the assurance of the President of the 
Board of Trade that the prices paid for Soviet barley, maize 
— oats were considerably below the highest world prices ruling 
today. 

On the question of multilateralism and bilateralism the debate 
was even less informative. Mr Bottomley’s contention that the 
present policy of bilateral agreements, being pursued by the 
Government as an interim policy until conditions are ripe for 
playing the multilateral game, was really making the best of both 
worlds can hardly be taken seriously. It is true that in some 
of these agreements it has been possible to avoid the restrictior 
of trade to a minimum of bare necessities and to sécure at any rate 
a half-opened door for British exports; but the fact remains 
that the restrictive effects of bilateralism are inescapable. What 
is more, the combination of large-scale Government buying of 
imports, against implied undertakings, however indefinite, to pro- 
vide from a largely private economy a given quantity of exports 
—to say nothing of definite commitments about exports of that 
still very scarce commodity, coal—provides a singularly unsatis- 
factory foundation for the development of fore:gn trade, even 
though in the circumstances of today it can hardly be avoided. 
For bilateralism is the ill-omened offspring of two inauspicious 
parents, world scarcity and monetary disequilibrium berween the 
Eastern and the Western Hemispheres. As long as these two 
factors persist, it is difficult to s¢e how any stable system of 
multilateral world trade can be brought into being. The present 
phase of bilateral agreements is at best a pis aller for this country, 
and it is devoutly.to be hoped that with Marshall aid a multi- 
lateral system can graduaily be built up. 

x * os 


Parliament and Public Boards 


One of the troubles of the new public boards is that they are 
too attractive game to leave unhunted. Hence the enthusiasm of 
Members of Parliament to join in the chase. So much was evident 


-from the debate on the subject of parliamentary questions to 


Ministers about nationalised industries which took place in the 
House of Commons on Wednesday, Unfortunately neither side 
contributed any really instructive stggestions to the fundamental 
problem of how much control a democratic country ought to 
exercise over its nationalised and monopoly industries, and Mr 
Morrison was, therefore, easily able to evade his pursuers by the 
usual answer that public boards must not be caught up in the toils 
of Question Time ; though his attribution of mere mischief as the 
motive for opposition questions was rather an unworthy jibe. 

It was unfortunate that the debate was narrowed to the single 
issue of how far Ministers are liable to. answer questions about 
public boards. Mr Speaker had already given a much more 
satisfactory ¢laboration of his first. explanation about the pro- 
cedure for sorting out parliamentary questions. on public boards, 
and this aspect of control might well. have been side-stepped. 
The real issue is whether some more formal method of investiga- 
tion is required; Only Mr Molsoa.and Mr Diamond. tackled this 
question at all fundamentally. . wid 

At this stage in the development of the new-style nationalised 
industries it is extremely ult to, take an impartial and long- 
term view.of the subject. The experiment of nationalisation is 
so. recent, so controversial, and. its success so fundamental to the 
economic health of the country that everyone is itching to know 


what is going on and ready to pounce on any mistakes which leak 
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out. Such an attitude is very natural, but it is also wery hard’ on 
the Boards themselves, which are having to create themselves out 
of nothing at a period of maximum difficulty. If Mr Diamond’s 
suggestion that each Board should have an “Efficiency Auditor- 
General” responsible to Parliament, on the lines of the Comp- 
troller and Auditor-General, were accepted, this would involve an 
almost impossible degree of interference in the Board’s work. 
Some quite different procedure is required and time should be 
allowed to evolve it. Meanwhile it would be a mistake to foist 
an elaborate machine on these corporations which may be found 
to be quite unnecessary. That does not mean that things should 
simply be left as they are, and it is a pity that Mr Morrison did 


not accept Captain Crookshank’s suggestion of a select committee 


to report on the best way of dealing with the problem. 


* * * 


Transport Wages and the White Paper 


Both the railwaymen’s and the London busmen’s wage settle- 
ments, which will bring considerable increases in weekly earnings, 
can be justified theoretically on the ground that they had been 
under negotiation long before the White Paper on Personal In- 
comes was published. In the case of the railwaymen, the agree- 
ment on a new wages structure follows the recommendation. of 
the Guillebaud Court of Inquiry which had granted an interim 
increase of 7s. 6d. Full details of the new structure, which 
sets Out new scales and grades, are mot yet available, nor 1s it 
certain how many of the 800,000 railwaymen involved in the nego- 
tiations will benefit, nor how much the adjustments and removals 
of present anomalies will.add to the wages bill. The railway 
unions can also argue that they have been rapidly becoming one 
of the “undermanned industries” and that without these wage 
improvements the labour force on the railways, would become 
dangerously low. 

It is less easy to apply this reasoning to the busmen, who have 
been awarded increases averaging 7s. 6d. in their weekly wages, 
together with increased overtime payment for Sunday duties. 
These increases, it is estimated, will cost London Transport about 
£1,500,000 a year. It is true that in return the men have agreed 
to the principle of working increased overtime and are proposing 
a relaxation of their self-imposed limit of five standing passengers. 
This is perhaps the only way in which the busmen could show 
their willingness to increase production. It is likely that, had this 
wage concession not been made, widespread trouble would have 
arisen in the passenger transport section, At the same time, the 
London busmen are already among the highest-paid sections of 
the working population and in the last two years they have 
secured both increased wages and shorter hours. 

Whatever may be said by union spokesmen, it is difficult to 
reconcile the two wage agreements with the letter or the spirit 
of the White Paper. They will undoubtedly be used as a prece- 
dent for other trades where wage claims are pending. The diffi- 
culties of drawing the line are only too clear, and in the meantime 
every increase will accentuate the mounting inflationary pressure. 
Moreover, the public will want to know whether the Transport 
Executive intends to adopt the principle of the White Paper and 
refrain from passing on to the consumer the increased cost of 
wages in the form of higher fares and higher freight rates. 


* *x * 


Sermon for the Stern Gang 


The statement addressed to the Jewish Agency and com- 
munity on Monday by the Palestine Government is of the same 
order as the protest addressed by Britain to Albania after the 
mining of the Corfu Channel. Aggrieved, yet dignified, it talks 
a language which is still understood in the West, but which is 
mere words to the kind of European who has emerged from 
Hitler’s Europe. The Stern Gang will merely note with satis- 
faction that their mining of a British troop train on Sunday, 
with the loss of 27 lives, seems to have struck home. 
tens of thousands of young Palestine Jews will agree with 
them. The sermon, too, will be wasted on the Jewish Agenicy, 
whose present leaders are now concerned only with keeping their 


E 


heads above water. 


The Stern Gang gave their allegiance to Russia only last 
December, but they are showing themselves loyal 


having many British friends. ~ phe fe oa 7 
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The pro-Russian bloc in Palestine Jewry now ranges from ‘the 
Stern Gang, through the new merger of the Left-wing el, 
Hashomer Hatzair—with the Labour Unity group, ‘to cae: 
munists. Of the last there are two sections, the (Jewish) Palestine 
Communist Party, which found no difficulty in changing over- 
night from a violent anti-partition platform’ to enthusiastic 
acceptance of partition, and the Association of Hebrew Com- 
munists, a “ National-Bolshevist” group. Among young Jews 
all these groups can count on sentiment in favour of Russia 
and the new Poland, to which they give vent in a number 
of fellow-travelling associations, “For Soviet-Palestine Friend. 
ship,” “Friendship for Democratic Poland,” the “V-League,” 
and even a section of the “Slav Union.” The “Lepac” pub. 
lishing house and bookshop in Tel Aviv has a massive output 
of Soviet literature supp!emented by well-attended lectures and 
meetings. . 

* * * 


A Communist Jewish State ? 


Over all these strange bedfellows, differing in their internal 
policies but united by a common hatred of Britain and America 
and hysterical adoration of Russia, presides the strident figure 
of Dr Moshe Sneh, who resigned from the General Zionist 
(Centre) Party and from the Jewish Agency Executive soon after 
the United Nations decision. In a visit to his native Poland last 
year, Dr Sneh is said to have made some violent anti-British and 
pro-Soviet speeches ; no doubt he also made some useful contacts, 
In Palestine it is believed that he can rely particularly on the 
wees: of the larger terrorist organisation, the Irgun Zyai 

eumi. 

Before a Jewish state has even come into being, the “ polarisa- 
tion” of its politics is far advanced. The pro-Soviet bloc has 
been clamouring for new elections, and already provides the 
semblance of a “ National democratic front ” of the familiar East 
European type. Its counterpart in the USA is the mass of Jewish 
voters. who elected Henry Wallace’s candidate in the Bronx, and 
who are now calling Warren Austin—or President Truman—a 
“new Neville Chamberlain.” The friends of the Agency, on the 
other hand, are using the existence of the bloc as a threat of 
what may happen if America does not forestall the Russians by 
itself giving effective help to the Jews against the Arabs. 


* * * 


Lull in the Health Service Fight 


__ Since the results of the British Medical Association’s plebis- 
cite became known there appears to have been a lull in the fight 
between the doctors and the Minister of Health. Mr Bevan’s de- 
partment is presumably going ahead with its plans for introducing 
the health service on July sth—an estimate of £149 million for it 
appears in the civil estimates for the coming financial year—but 
what steps are being taken to bring the two sides together is not 

wn. The special representative meeting of the BMA, to be 
held on March 17th, will be asked to consider a resolution put 
forward by the council which, while not closing the door to the 
resumption of negotiations, insists on amending legislation, de- 
signed to “maintain the integrity of medicine and to prevent 
doctors being turned into state servants,” before the profession 
can be advised to enter the new service. 


Mr Bevan’s speech in the recent debate on the health service ° 


would appear to rule out any amending legislation—at least as 
long as he is Minister of Health. Is he therefore gambling on 
the opposition to him from the rank and file of the profession 
melting away before July 5th? He is very optimistic if he counts 
on enough doctors giving way, on financial grounds, to make his 
health service a success ; for even if 17,000 had voted for him 
instead of against him, the service would still have been stretched 
to the limit of its resources. It has been suggested that Mr Attlee 
should change his Minister of Health, but it is unlikely that Mr 
Attlee would take a step which would be read as giving way 10 @ 
political demonstration against his Government. tie 
Another possibility is that negotiators should be nominated 
both sides, not Minister of Health and not any representatiy 
of the BMA, would try to see if a compromise solution 


could be reached and then put it to their ive parties. 
deadlock first appeared | have been reached, in January, 


to 
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‘aterests of the profession and the public. Is Lord Moran, its 
president, medical adviser to the eader of the Opposition, to be 
an envoy of peace? : 

i  * * * 


Fewer Brick Houses ' 


There are few official statistics more exasperating than those 
published each month in the Housing Returns. It appears that the 
health departments for England and Scotland cannot agree on 
any form of joint return, but must each persist in their frustrating 
idiosyncrasies which effecti prevent any but the most deter- 
mined statisticians from ing sensible deductions. Unless 
Ministers have an interest in this practice, they ought to bang 
their officials’ heads together and force them into combination. 

The figures for January,* published this week, show clearly 
enough a disappointing fall in the numbers of permanent houses 
completed during the month from 17,796 in December to 15,401 
in January. It is, however, virtually impossible to make national 
comparisons for another set of equally important figures which 
would reveal future trends. Only for England and Wales is it 
possible to foresee at all clearly the effects of the future building 
programme in the demand for building labour and materials. Yet 
this is likely to be an inflammatory subject as soon as building 
labour becomes redundant in a big way. 
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When Mr Bevan was successfully defending his current housing 
programme from the. Chancellor’s capital cuts, he warned the 
country that imports of timber were the chief threat to the future 
programme. It now appears that he is attempting to reduce this 
threat by substituting factory-built for brick-built houses, because 
they use less timber. During January the number of .tenders 
approved for traditional, or brick-built, houses was 2,262, while 
3,176 tenders were approved for permanent non-traditional type 
houses ; for the first nine months of 1947 the average monthly 
figures were 4,782 and 2,980 respectively, and this change in 
emphasis is likely to increase. 

_The consequences on the building industry will be startling. 
The Economist has always maintained that the country could not 
afford a building labour force of over a million, of which 600,000 
were employed on housebuilding. If less than 3,000 brick-built 
houses are going to be started a month large cuts will soon have 
to be made in the country’s building force and the industries 
which feed it on the site. The process may free labour for more 
essential purposes, but the adjustments will be painful. 


* * * 


Habeas Corpus Militis. 


_ Last week the High Court released, on an application for a 
writ of habeas corpus, an officer who had been sentenced by a 
court martial after his period of active duty had come to an end. 
The facts were straightforward enough. The officer concerned 
was commissioned in 1940’ with an ¢mergency commission. He 
was released in 1945, after which he received no pay, no longer 
wore uniform and took up employment as a civilian—in this, of 
course, he resembled the vast majority of officers who held emer- 
gency commissions during the war. In December, 1946, without 
the formality: of’a recall, he was arrested by Army authorities, 
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taken to Germany, court martialled on charges of fraudulent 
conversion and sentenced to two years imprisonment (subse- 
quently reduced to 18 months). The ication for the writ of 
habeas corpus was based on the gro that the. officer was. no. 
longer subject to the Army Act, 1881, and: so no longer subject 
to trial by court martial, unless the proceedings were started 
within three months of the date when he ceased to be so subject. 
It. was successful. 

The case is remarkable for the curious myopia of the War 
Office. During the case the Lord Chief Justice traced the circum- 
stances that render an officer liable to trial by court martial. The 
obvious requisite is that he must be subject to military law. To 
be subject to military law he must be on the active list, and the 
test of being on the active list is simply whether or not the indi- 
vidual officer receives army pay. In the case of this officer, as 
with all officers on emergency commissions, pay ceased at the end 
of the period of release leave. All these facts are not so obscure 
or unusual that the War Office can be excused for its action. 
Apparently, someone thought it was perfectly proper to send the 
military police to arrest a man who had been a civilian for nearly 
a year, then to take him to Germany and, five months later, 
sentence him to two years of imprisonment, some of which 
probably were spent in a German gaol. 

There is one further, and more general, point to make, Is it 
essential, or even desirable, to use the machinery of the court 
martial to try a fundamentally civilian offence such as fraudulent 
conversion ?~ To the popular mind, the court martial is a part of 
the military machine intended to preserve discipline in the field 
and to try those cases where the crime is solely one against 
military law. A civilian court, with a civilian jury, would seem to 
be a better tribunal for the investigation of a charge which must 
in the main involve matters of accountancy and responsibility for 
custody. Perhaps the shock—and the financial consequences—of 
this decision will make the War Office think again over its future 
attitude to this kind of case. 


* * * 


Party Line at the Bank 


The King’s new prerogative in approving reappointments 
and elections to the Court of Directors tothe Bank of England 
was duly exercised at the beginning of this month. Twe directors 
whose terms of office expired on February 29th were re-appointed 
for the customary period of four years. They are Mr D. G. M. 
Bernard, a full time executive director, and Mr J. C. Hanbury- 
Williams. Two other directors whose terms of office also expired, 
Mr B. G. Catterns and Mr E; Holland=Martin, did nor seek re- 
nomination. Their place has been taken by Lord Braintree and 
Mr G. L. F. Bolton, the latter replacing Mr Holland-Martin as a 
full-time executive director. Mr Bolton’s appointment is an event 
which every argument of reason and circumstance contrives to 
make inevitable. He will bring a solid and energising contribution 
to the deliberations of the Court. His technical knowledge of 
foreign exchange and his qualities as a negotiator should also 
enable him to take some weight off the shoulders of the Deputy- 
Governor who has been all too hard pressed in recent turbulent 
months. 

Of Lord Braintree’s appointment the feature that springs most 
readily to mind is that it further promotes the tradition, studiously 
followed since the nationalisation of the Bank, of electing as new 
part-time directors men who have had affiliations of one kind or 
another with the Labour Party. These new appointments may 
indeed be justified by individual merit, but whem six out of the 
seven new part-time directors, elected since nationalisation, are 
found: to be friends of the party in office, the notion that their 
political colour had a part in their appointment in addition to 
their other qualifications becomes rather difficult to resist: The 
part-time directors of the Bank may have only a limited impact on 
policy making, but this fact does little to mitigate the distaste 
which this regular political preferméent in the Central Bank is 
beginning to create. 


* * * 


Hongkong and China 


Figures of the trade of Hongkong quoted on page 384 of 
The Economist this week indicate a remarkable economic recovery. 
That such a merchants’ haven should exist in the Far East today 
is a benefit to the world at large, and there is no case for sur- 
rendering any part of Hongkong territory, whether ceded or 
leased, to which this country has a proper Jegal title. 

It is the more regrettable that. The Economist’s comments on 
the Kowloon City dispute in.the.issue of January 24th. appear 


a a SRST RE i AIT GL Taig RR EGR a EAT EES 


so-einn i B A ere Mgt on 


ican ite at Mase 


ee Ae OT Le a 


ATTIRE | sues nage 





AIMEE DS 


Pec teh MN ake, VE Ry 


LOL BN BADER ADEM RINE LE NARS EAR ic 


fe Ray een 


ra pear nga A A ll aa 


372 


to have been interpreted in the British Hongkong press as a 
suggestion for a surrender of responsibility ” following the recent 
renunciation of old treaty rights in China. What was in fact 


_ pointed out was that China had never reeognised the validity of 


the Order in Council of 1899 which abrogated the reservation 
of Kowloon City to Chinese jurisdiction in the treaty of 1898, and 
that a legal dispute existed between Britain and China. The 
existence of such a dispute has since been. fully borne out by the 
Chinese Government’s Note of February 4th, which asserts the 
Chinese view with considerable acerbity. For the Hongkong 
Telegraph, however, there is really no dispute ; it is merely stated 
in refutation of The Economist’s “ignorance ” that “ there can be 
mo argument about the legality of British jurisdiction ”—an 
attitude curiously similar to that of Argentina and Chile when 
they refuse to submit their claims to the Falklands Dependencies 
to the International Court on the plea that they are “ indisputable.” 
As its own solut-on the Hongkong Telegraph declares that “a 

more practical and realistic attitude would be for Nanking > 
show approval of the proposed scheme to convert the disputed 
area into a public park, the amenities of which would be enjoyed 
by the colony’s Chinese.” Undoubtedly it would be practical and 
realistic ; unfortunately these are the qualities least to be expected 
from a nationalist movement with an ancient grievance at a time 
when it is politically expedient to revive it. Chinese memories 
are almost as long as Irish, and the events of fifty years ago 
are the equivalent of the Battle of the Boyne. What has caused 
the Kuomintang—oz: at any rate its Youth Corps—to give the 
support it did to the anti-British rioting in Canton was most 
probably the need to compete. with the intense anti-British and 
anti-American propaganda carried on by the Chinese Communists 
—a propaganda which makes a powerful appeal to sentiments of 
popular xenophobia. The Kuomintang is naturally afraid of 
being left high and dry as the party of the puppets of foreign 
seapetialiend ; it can talk about Port Arthur and Dairen, but in 
Canton Manchuria is a long way off ; the only effective turn is to 
have a crack at Hongkong. These political motives for the dis- 
turbances which have occurred are painfully obvious, but they 
do not affect the wisdom of offering some. procedure for, judicial 
settlement of the legal dispute which they have taken as a pretext. 


* *x * 
Future of the Sudan 


The announcement from Cairo this week that Egypt had 
rejected the British proposal for a conference on the Sudan 
is disappointing news. The future of the Sudan cannot be satis- 
factorily settled until the two condominium powers stop ‘their 
haggling. The Egyptians now. complain that, under the Treaty 
of 1899, the Sudan Government should never have dealt with con- 
sututional. pohcy which is specifically reserved for the con- 
dominium. As the Sudan Government have made it clear that the 
ordinance for increasing the Sudanese share m: the government of 
their own country is essentially a draft ordinance and subject to 
the approval of the condominium, the Egyptian complaint is 
groundless. Egypt has put itself severely in the wrong by 
refusing to discuss the Sudanese proposals with Britain and it 
has once more laid itself open to the charge that its only desire 
is to make the Sudan an Egyptian colony. 

The change of heart of the Egyptian Government seems to 
have been caused by the vociferous opposition press. The 
position of the Prime Minister, Nokrashy Pasha, is awkward. 
His public statements that he cannot negotiate until British troops 
are withdrawn make it difficult for him to behave in a manner 
befitting a statesman, while the increasing power of the Wafdist 
opposition has made him appease the hotheaded and irresponsible 
Cairo crowds. 

In one sense Egypt's rejection of the British proposal may be 
a blessing in disguise for the Sudan. Britain has every justifica- 
tion now for taking unilateral action in spite of the Treaty. If 
Egypt will not work with Britain in carrying out the duties of 
the condominium, then Britain can and should continue ‘the 
work alone. The draft ordinance of the Sudan Government for 
the new reforms was published last week dnd it should not take 
the British Government long to approve in detail what they have 
already approved in principle. The reforms, which were origin- 
ally worked out by the Sudanese themselves, show an enlightened 
approach to the problem .of. developing self-government in. a 
country, unaccustomed to such 1 ities. 


* * * 


Constitution for India 


The drafting committee of the Indian CiisSiite it Alatiiy 
has submitted its report and the Constituent Assembly itself is 
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British political system with which educated Indians have long 
been familiar. The draft aims at reconciling the actual di 

of India with an ideal of national unity by means ‘of a fi 
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constitutional rights. 

The constituent units will all be called States, thus pucting bs 
an equal footing the present Provinces and Indian States ; 
latter will be distinguished only by having as their Siiaitaae 
heads hereditary princes instead of appointed governors. ‘The 
lower house of the central 1} e, to be called the House of 
the People, will be directly Scarce a adult franchise 
(with certain seats reserved ie Mos and other mino 
while the upper house, to be called the Council of States, wij 
consist of 235 representatives of the States and 15 to be nominated 
by the President for distinction in literature, science or the arts, 
An electoral college of both Houses. of Parliament and elected 
members of State Legislatures will elect the President, who 
will hold office for five years and be eligible for re-election 
only once. 


The President is to have considerable Sowers, but his Cabinet, 
headed by a Prime Minister, will be collectively responsible to 
the House of the People ; in this respect the Constitution will 
follow the British rather than the American model. The Drafting © 
Committee have evidently tried to steer a middle course between 
reducing the President to a mere figurehead and giving him 
powers similar to those of the American\President, which, with 
India’s lack of democratic experience, would be an invitation to 
dictatorship. To obtain strong central rule without despotism is 
indeed India’s problem and, as far as a written Constitution can 
achieve such an aim, the planners seem to have done their work 
well. 





A Small Pop 


Rumours notwithstanding, there is not.to be found at es 
Treasury a room front which strange noises emerge, whose door 
bears the legend Hellzapoppin, and which is inhabited by 
those officials whose business it is to sort out the dollar-expendi- 
ture aspect of transatlantic theatre-trafic. What with Mickey 
Rooney, .Danny.._Kaye,.. Mae .West,..Johnny.._Weissmuller,. Joe 
Louis and Oklahoma, London has absorbed of late a for- 
midable volume of what may be called audible imports, at a 
considerable price per performer. ‘True, Britain has sent i 
change the Old Vic Company and a number of successful ie 
to Hollywood ; but it has no exportable torsos to vie with that of 
Johnny Weissmuller, her human armaments industry ge no 
Brown Bombers, nor have any of her theatrical companies hit t 
Broadway jackpot in the Oklahoma manner. Moreover, Brit 
artists in America, particularly in Hollywood, spend where the 
spending is good; most of their American counterparts here, 
on the same principle, take the bulk of their eanings home 
with them. 


In‘ the second half of last year the remittances of American 
entertainers amounted, 


British entertainers in America, but official quarters have m0 
doubt that the net balance is heavily adverse to Britain—~and 
likely to be more so this year. But compared with expenditure on 
films, let alone petrol and tobacco, the ‘net dollar price of Messrs. 
Olsen and Johnson, Kaye, Rooney, et al., is, as they themselves 
would probably say, chickenfeed. In the balance of payments, 








SSAPRES RAR RS BEARS R eS 


FESS SS a Ssh 


BESSRLERDTARRFSASRBESE RE RSPS | 


be ae 











THE ECONOMIST, March 6, 1948 


The NEED 


in present-day accounting routine 


The Underwood Sundstrand Class 
‘DP’ Accounting Machine illustrated 
is an all-purpose, fully automatic 
Machine, equipped with two cross- 
computing Registers, eight. accumu- 
lating Registers and Front Feed 
Carriage, designed for comprehensive 
Accounting requirements demand- 
ing the simultaneous “posting of a 
number of related records with the 
cross-computation of any series of 
New Balances and the automatic 
accumulation of a large number of 
inter-related totals. 





om SPEED 


Ideally suited to Comprehensive 
Pay Roll, Costing, Sales, Purchase, 
and Stores Ledger Accounting, these 
machines are the effective answer 
to the vital need for speed and 
accuracy to-day. Demonstration 
arranged without obligation, 


UNDERWOOD ELLIOTT FISHER 
SUNDSTRAND 


MECHANIZED S-YS-TEM-S 


UNDERWOOD. ELLIOTT FISHER LIMITED 
18/19, Patt Mall, London, S.W.1. Telephone: Abbey I0l! 
SALES AND SERVICE EVERYWHERE 
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FOR ALL CONCERNED IN THE TRADE AND DEVELOPMENT 
INIES, PROTECTORATES AND TRUST 
TERRITORIES OF THE BRITISH EMPIRE 


KENYA NN. RHODESIA NORTH BORNEO TANGANYIKA CYPRUS 
CEYLON SOMALILAND BRITISH GUIANA SEYCHELLES BERMUDA 
BAHAMAS . PALESTINE BECHUANALAND NYASALAND TRINIDAD 
BARBADOS. MAURITIUS BASUTOLAND ST.HELENA LEEWARDIS 
GIBRALTAR SARAWAK WEST PACIFIC IS ZANZIBAR HONG KONG 
GOLD COAST JAMAICA ‘BRITISH HONDURAS NIGERIA A-E SUDAN 
FALKLAND 1S UGANDA SWAZILAND GAMBIA WINDWARD IS 
MALAYA FIJ1 SIERRALEONE MALTA ADEN 


PRINCIPAL CONTENTS 


Fourah Bay College: AS 
Something unique in British. Colonial Africa 


New Federation of Malaya Inaugurated 
Brief history of the reconstruction 


Economic Aspects of West Indian Federation 
Benefits of planned trade relations. 

New Lease of Life for British Honduras 
Colony’s early history and development prospects 
Regeneration of Agriculture by the Church in Africa 
Relating religion to rural living 


Groundnut Scheme: No Cause for Alarm 

Mr. A. J. Wakefield's confidence undiminished , 
CURRENT EVENTS, ILLUSTRATED — 
About 70 interesting, | informative and | well-reproduced: ph 4 
ROUND THE COLONIAL EMPIRE 
Despatches from Correspondents and news in brief 


33, TOTHILL ST,, WESTMINSTER, LONDON, $.W.1 
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HE NAME SPENCE IS A 
household word in the world 
of heavy chemicals. SPENCE 
dates back to. 1846 and its 

chemicals have always been re- 
spected for their high and con- 
sistent quality. Recently some 
interesting new products have been 
introduced, including materials 
for pharmaceutical specialities. An 
abridged booklet will gladly be 
sent to you giving a brief survey of 
SPENCE products, including: 


Alum, Aluminium Sulphate, Aluminium 
Chloride, Aluminium Nitrate, Alumina 
White, Activated Alumina, Calcium 
Carbonate, Detergents, Pharmaceutical 
Alumina, Sodium Aluminate, Sul- 
phuric Acid, Titanium salts, Silica, etc. 


NATIONAL BUILDINGS - MANCHESTER 3 
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WHICH IS MORE ECONOMIC-- 





A fleet of vans from different textile manufacturers serving the retail, 
or one van from the wholesaler delivering the pick of their products? 
Which method saves manpower, transport, time and money? 


Issued in the interests of Economic Textile Distribution 
THE WHOLESALE TEXTILE ASSOCIATION 
75 Cannon Street, London, E.C.4 
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METAL WINDOWS 


in the Life of the Nation 
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1, Crutched Friars, London, E.C.3 
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C, ZA Pe Ris tah A liqueur of exquisite flavour 
Joe Lfank of hnglitiee and bouquet compounded 
from special reserve Whiskies 
wr wVo C 9 
S OLSEN MUST 
2 GREAT PETER ST. ° je WESTMINSTER, S.W.1 | Whisky Liqueur 
esperar x. ‘oO | Sole Concessionaires: 
——— —-—— CiA\S — S. F. & O. HALLGARTEN, 
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It takes 250 toms of paint to preserve and 
decorate a battleship of the Vanguard class, 
The enduring preservative qualities in paint are due, largely, 
to the chemical preservatives used in its manufacture. Today 
P.C.M.C. (parachlorometacresol) is one of the most efficient 


preservatives used for this purpose, 
—————— | Monsanto are the only manufac 

MADE..2Y: LOIS MONSANTO | turers of P.CM.C. in Creat Britain 

SUPPLIED THROUGH RETAIL AGENTS CHEMICALS | POOR | 





SERVING INDUSTRY. WHICH SERVES MANKIND 
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‘Letters ‘to 
On the: Rocks 


Sir—Mr D. Davidson states in a letter to you of February 
21st that while motor vehicle production is equal to prewar, there 
are noW 550,000 persons employed in the industry against 387,000 
prewar. 

I should be interested to know from whence he obtains his 
figures as I have not seen them in any official publication. If 
they come from the Monthly Digest of Statistics, then the figures 
there for motor vehicles, cycles and aircraft are grouped together 
and there is no separate differentiation for the motor industry. 

The number employed in the works of motor vehicle manu- 
facturers before the war was estimated to be about 150,000 and 
that has now risen, as far as can be ascertained, to 158,000. 
There is also a number engaged on accessory manufacture but 
this includes so many varying industries that it is difficult to 
assess. There is, however, no reason to suppose that the increase 
is in any larger proportion. 

The rise from 150,000 to 158,000 for motor vehicle manu- 
facture would be accounted for by the 5-day week and by the 
fact that the emphasis in production in the motor industry has 
been changed since prewar from car to commercial vehicles.— 
Yours faithfully, R. GresHAM Cooke, Director 

The Society of Motor Manufacturers and Traders Limited, 

148 Piccadilly, London, W.1 


Third Party or No Party ? 


Sirk,—Your correspondent’s analysis of middle class politics 
based in part on exceedingly dubious hypotheses as to the 
characters of the Conservative and Socialist Parties, has called 
forth two odd letters in your issue of February 28th. Both 
deal with a situation in which the Liberals could hold the 
balance in the House of Commons. One contemplates this with 
equanimity and the other with such enthusiasm that machinery for 
its achievement is suggested. 

I am at a loss to understand all this. It is, of course, a fact 
that if seats in the House of Commons were held in strict 
proportion to the percentage of the electorate voting for the 
various parties at the last election, the Liberals would hold some 
such balance at this moment. But whether such a situation came 
about through the application of a mathematician’s notion of 
justice or in some other way, why should it be envisaged with 
anything save the gravest misgivings? _ What special attributes 
of political purity fit for this position a political party which in 
its day had certainly no fewer faults than the others and which 
the electorate has not thought worthy of its confidence for a 
quarter of a century ? And what more dangerous negation of 
democracy could there be than that the representatives of a 
minority view should possess virtual power of life and death 
over a Government formed by the majority party?--Yours 
faithfully, Peter GOLDMAN 


io Ridge Hill, London, N.W.11 


Salaries of Public Boards 


S1r,—I expect that other readers beside myself were astonished 
at the salaries and expenses allowances to be paid to the gentlemen 
appointed to be ‘chaifmén and high officials of our nationalised 
industries. The Government expresses its belief in nationalisation 
as a means towards a share-and-share-alike equality. Surely such 
salaries and expenses (which are free of income tax) make a 
mockery of such a belief. 

You say that “the expenses allowances, though lavish by the 
standard of the Civil Service, are perhaps reasonable compared to 
business practice.” | But “ business practice” is the very thing 
the Government condemn, so they should show some other reason 
for this apparently unnecessary expenditure of public money. 
How can Mr Attlee and Sir Stafford Cripps reconcile this expendi- 
ture with their appeal to everyone to accept lower incomes, to 
refrain from seeking higher wages or salaries, and to reduce prices 
and profits ?—Yours faithfully, 


Rowenhurst, Oxted, Surrey R. ARNotp Price 


the Editor 


Raw Material for Rayon 


Sir,—I am very grateful to you for the notice which you gave 
in The Economist of February 21st of my lecture in Manchester. 
There is, however, one error which I regret. I did not advise 
importing straw pulping plant but making it here. There is, in 
fact, plant being exported to India which we could, with great 
advantage, erect in this country and thus quickly diminish part 
of our dependence on imported pulp—Yours faithfully, 


Hersert LEVINSTEIN 
Sand Hill, Claydon, Nr. Bletchley 


Official English 


Sir,—The substance of the Economic Survey for 1948 has 
probably now been settled. Is it too late to suggest to His 
Majesty’s Government that they should carefully consider its 
language and avoid some current absurdities? ; 

1. A deterrent should not be called a “ disincentive.” 

2. Deflation should not be called “ disinflation.” 

3. “ Backlog” should not be used to convey a meaning that 
is not to be found in any dictionary. 

4. The adjective “overall” should never be used, where its 
omission would make no difference to the sense. 

5. “Scarce” is better than “in short supply.” 

6. If the words “substitute” and “substitution” are used, 
they should be used correctly. Mr Herbert Morrison recently 
announced the setting up of a Committee on Industrial Pro- 
ductivity with a panel to deal with “Import Substitution.” In 
a subsequent speech he showed that the Government’s object 
was far more sensible than these words indicated, The Govern- 
ment were not proposing to substitute imports for something 
else, but on the contrary to replace them by home production. 
When they said “Import Substitution,” what they meant was 
“ Substitutes for Imports.” 

7. “ Breakdown” should-not be used, where “analysis” or 
“ classification” is intended. When an official speaks of “ the 
breakdown of the European services of the B.B.C.”, most people 
conclude that these services have broken down. In fact he is 
probably referring to the relative numbers of B.B.C. broadcasts 
to different European countries. 

It is better to use the King’s English —Yours faithfully, 


House of Commons Henry STRAUSS 


From The Economist of 1848 


March 4, 1848 


We are not among those who can congratulate either the 
Government or the country upon the change announced on 
Monday night in the financial proposals for the year. . . . 
Before Lord John Russell propounded the pian of the 
Government to Parliament, the public mind was perfectly 
reconciled to an increase of taxation. An obvious necessity 
was a sufficient justification. “Nay more, the public were 
reconciled to the fact that the income tax was Mot only to 
be made’ permanent, but increased. But what they did 
expect was that a fair distribution of this burthen should 
be made over various kinds of income—but fluctuating and 
uncertain incomes should not be taxed. at the same rate as 
those of a steady and permanent character, ‘It. was admitted 
on all hands that to make this tax perfectly equal. was 
impossible ; but that was no reason why every effort should 
not be made to obtain as neat an approximation to that 
object as possible. The absence of such an attempt was the 
real sting of the financial scheme. ‘The impossibility of per- 
fectly accomplishing such an object is no good ground why 
it should not be obtained as nearly as possible. Absolute 
perfection belongs to no human effort; but the closest 
approximation is the first duty of a Government. No tax 
that was ever imposed, or that can ever be im > was, or 
will be, free from the charge of somfe inequality. As it is, 
therefore, the Government has made concessions to the 
public demonstrations, which, while they place the finances 
in a condition of danger, and impose upon Parliament new 
proposals, which cannot, consistently with its duty and its 
dignity, be accepted, does not remove any part of the more 
serious objections entertained by the public. 
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Books and 


Japan under Occupation 
‘ The Pheenix Cup.’’ By John Morris. Cresset Press. 12s. 6d. 


“ 


Tue author grimly warns his readers that they are in for “a 
series of traveller’s notes.” Fortunately he is an uncommon 
traveller, who shows in the selection of items from his notebook 
a subtle and sensitive discernment that well matches his penetrat- 
ing observation. The brief, brisk, introductory “ Outward 
Journey ” conjures up so authentic a picture that one lives again 
the hot wickling sweat of one’s own interminable waits at blister- 
ing Indian airstrips, the frozen-bottomed agony of long dull 
flights in service aircraft, and the whirling, bumping, terminal 
ieep-rides, There is an unforgettable vignette of General Homma 
before the War Crimes Tribunal in Manila, a depressing glimpse 
of Okinawa, and then Japan. 

The long second part of the book, “The Machine in Ruins,” 
is a “portrait of Japan in 1946.” Though it betrays a touch 
of nostalgia not unbecoming in one who has seen Japan’s better 
days, this tale of the death of a regime rings true. The portrait 
is faithful, forthrightly outlined, and given third-dimensional 
hfe through a number of vivid, enlightening incidents and inter- 
views. Like Ruth Benedict (whose brilliant sociological analysis, 
“The Chrysanthemum and the Sword,” dovetails neatly into this 
traveller’s tale), John Morris endorses both the American decision 
io retain the Emperor as a constitutional monarch, and their 
“Occupation without Humiliation.” His stady covers a wide 
social field, the position of the Emperor, the militarists, the 
politicians, the new constitution, the allies’ policies, the family 
system, the arts and post-war entertainment, romanisation of the 
Japanese script, and education for democracy. Personalities 
abound—the Emperor and his powerful nobles; the caged 
generals in Sugamo prison; Hedizo, son of Black Dragon 
Toyama; priests, peasants, and bewildered prisoners returning 
t© an unguessable reception. Each character study sheds a 
different light on the Japanese enigma, the poignant story of 
Private Tanaka alone being worth the price of the book. 

The short concluding chapters give a brief survey of conditions 
in the Philippines, Siam and Burma, important less for themselves 
than for the perspective they give of the malaise in Japan, and 
John Morris’s own views on what should be done about it. 

Altogether, this is a worthwhile and very readable book. 


Wake Up and Dream? 


‘« The Awakening.’ By L. S. Amery. Macdonald. 269 pages. 
8s. 6d. 
Tue “Awakening” of Mr Amery’s title is an awakening from 
“the whole mentality of the last hundred years”—in particular 
from any outdated dreams of One World and of free trade therein. 
(Mr Amery generally refers to uncontrolled international trade 
by the well-chosen epithet “promiscuous.”) The whole nine- 
teenth-century trend towards free trade, the abandonment of 
subsidy, discrimination, protective tariffs and planning generally, 
was a hideous mistake, which Mr Amery underlines with 2 thun- 
derous quotation from Disraeli. The prosperity and expansion 
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Publications 


which followed, chronologically speaking, on the adoption of Free 
Trade, were in fact not due to that disastrous error but to the 
good effects of the previous policy, dating back to Edward III]—, 
Listian policy, as Mr Amery sees it, of wisely fostering infant 
industries, protecting skills in the process of evolution, and laying 
up stores of capital and of technical know-how for the future. 
The majority of economic historians take a less flattering view of 
the consistency, let alone the success of these policies, but it is, 
of course, perfectly true that free trade offers much more imme- 
diately alluring rewards to a nation in a strong technological 
position than to one for whom its adoption means a radical re- 
arrangement of its resources. 

Had Mr Amery been content to underline this point, to stress— 
as he does—thart the nation as an economic unit is not an imagina- 
tion of jingoes or bureaucrats but a solid and undissolvable fact ; 
had he sought to estimate the precise extent to which the organisa- 
tion on a national basis of currency, social services, and employ- 
ment policy invalidates theories built up on the assumption of 
internal laisser-faire and the self-adjustment of economic atoms ; 
had he framed his criticisms of Bretton Woods, the Washington 
Loan Agreements, and the Geneva Report in the light of his con- 
clusions ; had he done these things, he would have produced a 
work of solid value instead of a piece of merely entertaining 
polemics. 

He has some excellent things to say—nothing could be better, 
both for point and fairness, than his comments on Lend-Lease 
and its ending—and his vision of Commonwealth economics as 
a kind of deliberate ecological process is in the tradition of the 
best kind of Empire-building. But he has perversely elected to 
rest his whole argument on a condemnation of free trade between 
nations which could equally well be applied—and in his admired 
medizval days was in fact applied over most of Europe—to free 
trade between provinces, cities, and even adjoining villages. He 
never really answers the Free-trader’s obstinate inquiry why, 
since Yorkshire, London and Bournemouth thrive on “ economic 
promiscuity,” Britain, America and Italy—say—should not do 
likewise. One can think of a good many poss:ble, though not un- 
assailable, reasons ; but they are not to be found in the pages of 
“The Awakening.” 


Shorter Notices 


“Is This the Way ? A Call to Jews.”’ 
Victor Gollancz, Limited. 1s. net. 


Tus pamphlet is addressed to the jewish community by a 
courageous, clear-sighted and religious Jew. He tells the leaders of 
Jewry in Palestine that they misled their people about the Balfour 
Declaration ; that they decided they could ride roughshod over the 
Arabs, and made no attempt to conciliate them, and that they boasted 
of the material prosperity they had brought the Arabs, as though a 
pe ie acy. people would sell its place in its own homeland for 
cash. They then pretended that no Arab problem existed, and when 
they discovered their mistake, could not conceive that they could 
themselves be in the wrong and threw all the blame on the British. 
“Gandhi warned you and you would not listen. In all this you 
were transgressing the principles of your own religion and the only 
hope for Palestine is that you re-learn them.” 
It is a remarkable manifesto and very difficult to answer. 


By Walter Zander. 





This world- famed Sherry 
(formerly called Findlater’s 
Fine) could not be registered 
under that name and thereby 
protected from imitators. For 
the safeguarding therefore of our 
world - wide clientele we have 
renamed it—Findlater’s Dry 
Fly Sherry. 


FINDLATER MACKIE TODD & CO. LTO. 
Wine & Spirit Merchants to HM. the King 
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THE AWAKENING 


THE ECONOMIC CRISIS AND THE WAY OUT 
Tue Rr. Hon. L. S. Amery, C.H. 


“This invaluable and arresting book . . . an 
achievement of great brilliance.”-—LorbD ALTRINCHAM 
(Sunday Times). “This stimulating, disturbing, 
necessary book.”—Gorpon Seweit (Daily Express). 

8s. 6d. 


MACDONALD © 





. 


BP LARS 2. 


uld 
sh. 


=e 








tH BCONOMIST, March 6, 1945 


377 


AMERICAN. SURVEY 





Whirlwind Harvest 


(From Our US Editorial Staff) 


“THIS,” the United States can say at last with truth about 

any decision reached on Palestine, “ will hurt me as 
much as it hurts you.” Until now it has been possible to appease 
the American Zionists at the expense of friends and allies, but 
in future the cost will have to be paid in the currency of Ameri- 
can interests as well. The realisation of this gloomy fact—long 
understood in the State and Defence Departments—finally 
seeped up to the White House, and there were recent rumours 
of belated attempts to get bipartisan support for an American 
policy which considered national interests first. Since Republi- 
cans, as well as Democrats, have always tried to squeeze the last 
drop of party advantage out of appeasing the Zionists, there was 
never much chance that they would accept the suggestion. 
Senator Taft’s statement three days before the Security Council 
met—in which he raised the President’s bid with counterfeit 
chips—destroyed any lingering hope. 

Mr Truman, in his predicament, got as little respite from the 
left as from the right. The Bronx election—in a district where 
55 per cent of the voters are Jewish—-proved that vague 
promises, alternating with bitter reproaches, to Zionist leaders 
who visited the White House, could not stand up against the 
offers of a third party, in no danger of being called on to make 
them good. The American Labour Party’s victorious candidate 
admitted that “Due to the emphasis we placed on the Palestine 
issue, I would say it played a great part in deciding the election.” 
And Mr Wallace has since shown—in his evidence on ERP and 
his comments on Mr Austin’s statement at Lake Success—that 
he is chasing the Zionist vote for all he is worth. 

It has always been possible for minority pressure groups to 
secure sectional advantages at the expense of the public good 
because the damage to American interests did not become 
apparent at once. 

In the past, also, even when no domestic issues were raised, 
minorities who voted, or threatened to vote, as a group, were 
allowed to advocate, foment and raise money to assist the over- 
throw of governments by force, often encouraged by pious. reso- 
lutions in Congress. In the House of Representatives, in par- 
ticular, urgent legislation has waited while speeches in favour 
of Indian independence were made, and as recently as last 
month two Irish societies appeared before the Committees con- 
sidering the Marshall Plan and asked that no ERP money should 
go to Britain until it abandoned the military occupation of 
Ulster. 

It is unfortunate for the Zionists that the results of their 
efforts afe likely to be direct and immediately apparent rather 
than indirect and attributable to other countries, Since the end 
of the war their case has been stated at great length and with 
great heat, but it cannot be said to have been debated, news- 
papers in search of advertising having shown little more back- 
bone than candidates in search of votes: Still less has the 
morality of their tactics been questioned. Yet they have used 
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every method of political blackmail to get commitments from 
candidates. And, as Mr Carroll Binder, one of the few editors 
with the courage to speak the truth, told the American Council 
for Judaism last month, 


the commitments, made so blithely by candidates who never 
reckoned with the possibility that our government, rather than 
the British, would be called on to implement them, are begin- 
ning to turn up for implementation. 


These commitments—Mr Truman’s repetitive insistence that 
100,000 Jews should be allowed into Palestine, for instance— 
inconvenienced only the British until the problem moved to the 
United Nations in the autumn. Still appeasing, but apparently 
unaware that the moment had come when the United States 
might get involved, the President passed the Zionist pressure 
on to the small nations. Mr Kermit Roosevelt has described 
what happened in the January number of the Middle East 
Journal : 


So the Zionists took the fight into their own hands. Rallying 
a group of influential Americans and selecting their targets 
with care, they exerted all possible influence—personal suasion, 
floods of telegrams and letters and political and économic 
pressure. Six countries which had indicated their intention of 
voting against partition were the chosen targets—Haiti, Liberia, 
the Philippines, Chima, Ethiopia and’ Greece... . Many of the 
telegrams were from Congressmen, and others invoked the name 
and prestige of the United States Government. An ex- 
Governor, a prominent Democrat with White House connec- 
tions, personally telephoned Haiti. .... He spoke firmly and 
might be presumed to speak with authority. A well-known 
economist also close to the White House exerted his powers .. . 
upon the Liberian delegate... . 


Mr Binder might well ask 
What right had the United States to use its economic and 
political power 10 compel weaker, but none the less sovereign, 
states to act contrary to what they believed to be their national 
and the world’s interests for the furtherance of the presumed 
domestic political interests of the Truman administration ? 


With the Partition resolution passed, the Zionists became the 
anxious defenders of the reputation of the United Nations. The 
question, they announced primly, is no longer whether a Jewish 
state should be set up. Can the United Nations, they asked, 
survive if it fails to carry out the recommendation of the 
General Assembly ? What of its prestige if it allows its 
decisions to be flouted by a few feudal Arab states 2 (The 
words “ feudal” and “ Arab” are now, like Tristan and Isolde, : 
never used singly.) This question is one which genuinely 
troubles others who, though uncomfortable last November when 
small nations were bullied and threatened, now feel that, having 
allowed the Zionists to make its bed, the United Nations must 
go on lying. But there was no anxiety in-Zionist circles at what 
Professor Wright of Princeton University called two weeks ago 
“ the exploitation ofthe United Nations by a great power—our 
own government.” Professor Wright thinks that “ to prostitute 
the United Nations for a few thousand votes is the surest way 
to discredit it.” : 

By coincidence the Great Cold this winter came to underline. 
the case of those whose fears of partition are based on strategic 
reasons. The. warnings. of men like. Mr Harold Ickes. that. 


| American reserves of oil were disappearing at an alarming rate. 


had been largely disregarded. The Lord; it was felt,, would not. 
fail to provide and ensure the’ discovery’ of vast new oilfields: 
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long before the passage of fifteen years, which was the minimum 
time even the most pessimistic thought proved reserves would 
jJast. But, during the last two niin, city after city has been 
put on an emergency rationing basis and in 1948 the United 
States will be, for the first time, a net importer of oil. The 
American people have felt the effects of being thirsty for oil 
and have been told firmly the only place where they will get 
more in the future. Zionists persistently preach that the oil 
issue is not a real one. In any war, they say, Russia will seize 
the oilfields at once and no Middle Eastern oil will be available 
for American forces. The truth is that the oil is needed now, 
partly to offset existing shortages, partly for ERP and, perhaps 
most of all to preserve some strategic reserves in this country. 


= 


The American statement before the Security Council may 
have been legally unimpeachable, but it neither guaranteed the 
Jewish State nor did it promise that America would not ulti- 
mately be involved. It therefore pleased nobody. Some thought 
it chose the werst points from both the possible extremes— 
American troops, as part of a UN army, might find themselves 
in a war without even establishing the Zionist objective. “We 
assumed,” Mr Austin said, “ that there would be Charter obser- 
vance,” an assumption for which there had never been any firm 
grounds, “ The life of this union,” he also said, “ depends upon 
obedience to the law. If any member should violate its obliga- 
tions to refrain . . . from the threat or use of force the Security 
Council itself must act.” But there are more kinds of force than 
physical force. There is economic force and there is political 
force, both of which the Arabs had seen used at Lake Success in 
November to obtain a recommendation which could have got 
the necessary majority by no other means. It may have been 
reprehensible, but it was not surprising, that they used the only 
kind of force available to them. They have now seen, in the 
American resolution, the sign of weakness they were waiting 
for. Partition, they and many others are saying, is dead, “as 
dead as the Great Auk,” thinks the Washington Post. 

There are three tragedies here. There is the tragedy of the 
United Nations which, however legally immaculate its position 
may be, will be thought to have failed—before a demonstration 
of physical force—to carry out its own decisions. The American 
statement certainly drew attention to a flaw in the UN structure 
—there 1s no machinery for carrying out Assembly recommenda- 
tions. But the structural weakness was aggravated by the nature 
of the decision itself and the methods by which it was reached. 
The second tragedy is that of Palestine, which is no nearer a 
solution than it was on April 2nd last year when the United 
Nations first considered it, though many months nearer to 
catastrophe. The third is that of American Jewry—both Zionist 
and anti-Zionist. Mr Wallace Deuel reported in the Chicago 
Daily News two months ago that the American Government 
was wondering whether “ American Zionist leaders should be 
required to register as agents of foreign powers when there is 
an independent Jewish state in Palestine whose interests they 
seek to promote.” Those agents who have so far been the 
agents of a non-existent foreign power may find their position 
increasingly difficult now that they have largely cut their ties 
with those among whom they were born and lost their sympathy. 
The anti-Zionist Jews, whose organisation is the American 
Council for Judaism, and who are probably in a numerical and 
certainly in a vocal minority, have been desperately watching 
their hopes of integration fade before the insistent Jewish 
nationalism of the Zionists, 


American Notes 
Is the Marshall Plan Enough ? 


There was a new note of urgency in Senator Vandenberg’s 
eloquence as he launched the European Recovery plan into the 
full Senate debate. The Communist coup in Czechoslovakia 
and the squeeze on Finland, he said, made’ it more than ever 
necessary to speed the Marshall Plan to stave off World War III 
and te prevent “ the iron curtain from coming to the rims-of the 
Atlantic.” It is now hoped that the Senate will. have passed the 
Bill by March rsth, and the House is under pressure to have 
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completed its work before April 1st. But it is no longer merely 
a case of the Russians coming oace more to the aid of the Marshall 
Plan. “The State Department, as its apologists insist, may have 
written off Czechoslovakia Jong ago, but the coup has come as a 
profound shock to public and to Congressional opinion. A month 
ago the question was: is the Marshall Plan asking too much ? 
Overnight it has become: is it enough ? 

Senator Vandenberg, after his great fight to preserve the 
Marshall Plan, now finds that his chief problem is the anxiety 
of some Senators to expand it to cover military commitments, 
Senator Ball is pressing an amendment to the Recovery Bill which 
would set up a rival Security Council. Senator Lodge, speaking 
for the Bill early this week, said 

In the past few days Czechoslovakia has gone entirely behind the 

iron curtain. We sce Finland about to go down. Italy may fall a 

victim. If that happens, dollars will not be enough to meet the 

situation, 
Senator Knowland, one of the 20 Revisionist Senators, said ERP 
did not go far enough and called for the adoption of universal 
military training and the creation of a strong air force. There are 
reports that President Truman is flying back from his holiday to 
discuss the situation with the US chiefs of Staff. 

As yet, although opinion is moving very fast, it has not crystal- 
lised. But Czechoslovakia has created new allies for what one 
columnist calls the “long-range worriers in the State Depart- 
ment,” men who have never been convinced that political stability 
and military security would automatically flower from economic 
aid, and who have wondered whether political federation and 
cutside military guarantees were not essential to the success of 
economic reconstruction. Even Mr Hoover, alarmed lest weakness 
should lead Europe to proclaim its neutrality in another war and 
thus deprive America of allies, has urged the Western European 
nations to form a defence union within the framework of the 
United Nations which “would avoid the United States being 
involved in military alliances.” The Herald Tribune welcomes 
the joint note of protest against the seizure of Czechoslovakia as 
the announcement of a Triple Entente in defence of Europe 
against the Communist threat. . The lesson of events is being 
learned so rapidly in the United States that the watch-word to 
Europe may be hurry, hurry, hurry, rather than the cautious, over- 
the-shoulder-glance-at-Congress restraints imposed a month ago, 


* * * 


Expanding the Truman Doctrine 


The debate does not stop there. The question being asked 
is whether the United States should take the revolutionary siep, 
at odds with all the nation’s past, of extending military support, 
and, either directly or by implication, military guarantees to what 
remains of Europe. Mr Byrnes’s proposal of a 40-year pact 
guaranteeing German demilitarisation has at last been formally 
abandoned, Should the United: States substitute a regional 
security pact with Britain, France and Benelux of the type per- 
mitted by the United Nations Charter and already applied to 
the Americas ? Should the United States extend the Truman 
Doctrine, already in effect in Greece and Turkey, to the whole 
of Western Europe at a time when it may be seriously challenged 
in a way the Monroe Doctrine never was? It is urged that if 
action is to be taken the Italian elections in April set a strategic 
deadline. < 

The alternative was very clearly put by Mr Henry Wallace 
when, testifying against ERP, this avowed internationalist and 
idealist. suggested that the United.States and Russia might con- 
clude a deal, similar, though covering a wider area, to that between 
Russia and Britain in 1907, which divided Persia into spheres 
of influence, Such a cynical advocacy of old-fashioned power 
politics took the committee by surprise ; no one pointed out that 
in 1907 appeasement no more led ‘to stability than it did in 1938. 

The strategic consequences to American security flowing from 
the fall of Czechoslovakia and the threat to Italy and Austria 
have not been lost upon an Administration in which the Service 
view is so strongly represented. Will that view lead the President 
to ask Congress in an election year to underwrite the defence of 


Europe ? A formal military pledge would require the consent of © 
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the Senate. The President, by virtue of his control over foreign 
policy and the armed forces has, of course, considerable freedom 
of action and the power so to arrange events as to make it difficult 
for Congress to repudiate his policies—a power of which both 
Franklin Roosevelt and Theodore Roosevelt took full advantage. 
But Mr Truman is no Roosévelt ; he has always shown every 
desire to observe meticulously the Senate’s right to give advice 
and consent in matters of foreign policy. At the moment, indeed, 
the initiative is being taken on the floor of the Senate. Congress- 
men of both parties who listened without enthusiasm to Mr 
Bernard Baruch in January are now remembering his prophetic 
warning; 
The European nations must compact together against aggression. 
... Otherwise they invite being broken one by one. Any economic 
aid will be inadequate without this common readiness of ‘Europeans 
to stand up and fight for their independence and freedoms. Given 
such a determination, the United States should» pledge itself to 
come to the defence of these uniting nations in case of aggression. 
.. . Our world, this country, have come to the point where there 
can be no assurance of peace unless the American people make 
clear where they stand. 


* * * 


Half-out of the Democrat's Bag 


“The Southern states are aroused and the present leadership 
of the Democratic Party will soon realise that the South is no 
longer ‘in the bag,’” declared the Southern Governors Com- 
mittee after their meeting with Senator McGrath, chairman of 
the Democratic National Committee. They had come to Washing- 
ton as emissaries of the Southern Governors’ Conference, to 
protest against the President’s civil rights programme. The 
Senator had been as conciliatory as he could be without offering 
any compromise on the programme, but neither the Governors 
nor the Southern representatives in Congress appear to share his 
hope of “a happy reunion in the not too distant future.” Nor, 
indeed, have they at present much desire for such a reunion, 
since they have at last found a method by which they can “ bolt” 
the party without ending up in the wilderness ; they propose, in 
fact, to initiate a well-controlled “ half-bolt,” by which they can 
threaten to ensure the defeat of President Truman if he is 
nominated, without actually leaving the party. 

Governor Tuck, of Virginia, has asked his State Assembly to 
pass a Bill removing the names of Presidential candidates from 
ballot papers in the State, so that the voter would choose, repre- 
sentatives in the electoral college who,were pledged only to a 
particular party, not to a particular Candidate. There seems no 
doubt that the Bill will pass and that it is constitutional ; similar 
Bills are expected in other Southern States. If, as a result, the 
Southern representatives next November were to vote for some- 
one other than the national Democratic candidate, there might 
not be a clear majority for any Presidential candidate in the 
electoral college. The election would then go to the House of 
Representatives, where the Southern States could probably pre- 
vent the election of any candidate they did not favour. 

Although the Confederate flag is already waving from the top 
of the Virginia Capitol, Southern defiance will probably not go 
to the limits of ensuring a Republican victory. But the defiance 
is not only accompanied by a more realistic threat than in the 
past, but is also expressed at a time when the party is even more 
dependent than usual upon the South. The real basis. of the 
South’s discontent is the Democratic Party’s habit of taking its 
support for granted: its constitutional ingenuity may be as effec- 
tive a means of breaking this as would be the restoration of the 
two-thirds majority vote in party decisions’ which enabled the 
South to dominate Democratic conventions until 1936. 
Mr Truman may find that the attack from the South can only be 
bought off by making irreparable breaches in his defences against 
the even more dangerous attack from the North. It is perhaps 
not surprising that Washington is beginning to discuss the possi- 
bility that the Democratic candidate. next November might be 
someone other than Mr Truman, who two months ago, according 
to Dr Gallup, could have beaten any Republican candidate in 


the field, 
* * * 


Oil for the Lamps of China | : 
Two more aid programmes, for China, and for Greece and 
Turkey, now lie beside. the European Recovery plan for, Con- 
gressional action. They may be wrapped up into one parcel in 
the House, which has. grown impatient at the way Bills for 
foreign expenditure keep straggling in. “The Administration has 
requested $275 million for arms for Greck and Turkish defence, 
noting that civilian needs for Greece will. be met under ERP. 
The China, Bill is an. interesting example.of pressure, politics. 
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It is the first Republican-sponsored aid Bill, and at $570 million 
to run till June 30, 1949, nearly twice what Mr Marshall thought 
would be adequate last November, a reflection both of China’s 
inexhaustible need and the equally inexhaustible zeal of her 
friends like Representative Judd, Mr Bullitt, and Senator Bridges. 
Of the total, $510 million is for essential imports (cotton, 
$150 million, cereals $130 million, petroleum and petroleum 
products $110 million) and $60 million for a miniature Marshall 
Plan of reconstruction well behind the fighting lines. Before the 
House Foreign Affairs Committee Mr Marshall insisted that other 
imports and military supplies must be paid for out of Chinese 
resources, and that in the Chinese quagmire there is no firm 
foundation for any substantial parallel to ERP. The Administra- 
tion view is that the programtne should be directed by the 
administrator of the European Recovery Programme as soon as 
he is established in office, a concession which appeals to those 
members of Congress who would go even farther and transfer 
from the State Department to the new administrator control 
over ail foreign aid programmes, including Germany, Japan and 
Trieste, 

The programme satisfies no one, Though the amount is 
barely enough to keep the lamps of China from going out entirely, 
it will drain away supplies needed in Europe. Mr. Judd,_ his 
appetite whetted rather than sated, is now calling for $1.5 billion, 
The influential support of Senator Taft and Mr Martin, Speaker 
of the House, has been secured for a policy of regarding China 
as the Greece of the East, bringing it under the Truman Doctrine 
and providing it with arms and a military mission. Senator Taft 
chose the week in which the fall of Czechoslovakia shocked the 
world to declare his strong belief that the “ Far East is ultimately 
even more important to our future peace than is Europe.” A 
year ago Senator Taft supported the. Truman Doctrine only 
because he felt that the President had mortgaged American 
prestige. The doctrine that the duty of an opposition is to 
oppose makes for political agility, at least. 

On the issue of arms. and military advice for China, Mr 
Marshali’s authority—by virtue of his military experience, and 
his year in China—is invincible, and he employed it with crushing 
effect at the hearings. “There has not been a lack of advice,” 
Mr Marshall said. “It has been continuous and emphatic—and 
ignored.” And a year of involvement in Greek politics lay behind 
his insistence that the United States should shun responsibility 
ne the conduct of the economic, political or military affairs of 

hina, 


* * * 


Injunction Against the Typographers 


Last week in Indianapolis labour lost the first round in the 
first, and possibly the most important, of the series of court 
tests which the, Taft-Harfley Act is about to undergo. The 
International Typographers’ Union (American Federation of 
Labour), charged with “unfair labour practices ” under the Act, 
is accused of twenty-three different kinds of illegal activities, many 
of them attempts to maintain the closed shop, directed against 
newspaper publishers in various parts of the country. The 
National Labour Relations Board cannot be expected to come to 
a quick decision on such a complicated case, and in the mean- 
tuume the objectionable activities continue ; in Chicago they have 
led to a mewspaper strike which has already lasted for over three 
months, Therefore, Mr Robert Denham, general counsel of the 
NLRB, is seeking a temporary injunction, under Section 1oJ of 
the Taft-Harthey Act, that would force the union to. refrain from 
“ illegal acts”. or from action, in furtherance of them, until. the 
NLRB has issued its decision. ; 

The union contested his right to seek such.an injunction, on 
the grounds. that this. section of the Act was unconstitutional, 
and that in any case only the whole Board and not Mr Denham 
alone could take this step.. However, in the Indianapolis Federal 
Circuit Court Judge Swygert denied: the union’s motion that the 
injunction suit be dismissed, and thus gave the first specific 
ruling on the constitutional position of the injunctive process set 
up. by the Taft-Hartley Act, which to labour is one of the most 
disagreeable sections of that Act, . The injunction suit itself is 
being heard this week, but, even if it is granted, the Chicago 
strike may not be called off immediately, since the union main- 
tains that it is striking for higher wages, not, as the newspaper 
publishers. contend, in furtherance of the allegedly unfair labour 
practices. . s a 


Closing the Labour Ranks 


_. The involuntary resignation of Mx Lee Pressman, general 
counsel to the Congress of Industrial Organisations since 1938, 


has drawn, attention to the. sharpening of internal strains in the 
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ClO. Mr Pressman was the able representative at headquarters 
of the left-wing unions ; his going is the climax ofa steady drive 
to oust the fellow travellers from the national organisation. The 
split in the CIO, long harassed by the cleavage between right- and 
left-wing elements, has been aggravated by the Wallace candidacy 
and the Marshal] plan. The majority of the executive board of 
the CIO voted 33-11 against support for a third party. Mr 
Murray, while recognising that the federation’s autonomous unions 
have no legal obligation to follow suit, insisted that the vote laid 
a moral obligation upon every union. 

On the two related issues of the Marshall plan and the Wallace 
third party, the party line, sometimes so amazingly elastic, has 
refused to give way. Newspapers published by the left-wing 
unions have insisted on their right to political independence, and 
in California the state CIO has refused to take any stand, a 
decision said to be a tacit victory for the left-wing led by Mr 
Harry Bridges. The next step for the national body is to purge 
the city, state and regional organisations over which it has contro!, 
and it is considered likely that Mr Bridges will be ousted from 
his post as CIO director for Northern California. He cannot, 
however, be removed as head of the longshoremen’s union except 
by the members who elected him. CIO headquarters may en- 
courage right-wing deviations which would bring about such a 
result, but the CIO national organisation has neither unions, nor, 
it is thought, the inclination to purge its affiliated unions, a step 
which might precipitate a revolt costly in membership and 
prestige. The left-wing unions appear no more anxious to lose 
their foothold in the orthodox Labour movement. 

‘The past six months have seen a notable clearing away of the 
obstacles to collaboration between the CIO and the American 
Federation of Labour. Not only is the CIO reining in its Com- 
munists ; the AFL has dispensed with its Lewis ; and the dis- 
illusionment of the CIO with Communist tactics in the World 
Federation of Trade Unions holds out the possibility of co- 
operation on international policy, long a source of the most 
bitter controversy. When the Americans for Democratic Action 
held their convention in Philadelphia a fortnight ago, the most 
striking feature was the presence of both Mr Green of the AFL 
and half a dozen leaders of the CIO, including the redoubtable 
Mr Reuther. Their official attendance was a clear result of the 
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anti-Communist swing of the CIO. The ADA is an organisation 
of liberals of a New Deal, but anti-Communist, complexion ; their 
opposite number is the Progressive Citizens of America, which 
is supporting Mr Wallace’s campaign. The convention, Mr Green 
and Mr Reuther denounced the third party with even more 
vigour than they displayed at the “ reaction” of the major parties, 
Mr Wallace may one day be seen to have done more, uncon. 
sciously, for a united labour movement than any Labour 
statesman. 


Shorter Notes | 


A Presidential Message to Congress on the Reciprocal Trade 
Agreements Act is the first formal move by the Administration 
to secure a three-year renewal of legislation which will otherwise 
expire on June 30th. It is the first time since the Act’s inception 
in 1934 that renewal depends upon the vote of a Republican 
majority in Congress, and a possible compromise is for a one- 
year renewal, leaving the wider question of foreign trade policy 
open to revision when the new Congress meets in January of 


next year. 
* 


As the condition of not having his name entered in the 
Nebraska Presidential primary, Senator Vandenberg was asked 
by his supporters to give a definitely negative answer to the 
question; “If your nomination were tendered, would you 
accept?” He replied: “I decline to speculate with utterly 
improbable contingencies. Your question defies an_ intelligent 
answer without a full knowledge of unknown ultimate events,” 
Presumably his name will appear on the Nebraska list. 

* 


Though adverse weather conditions affected operations in 
some areas, industrial output as measured by the Federal Reserve 
Board Index (1935-39) was maintained in January at the Decem- 
ber level of 192. Business for that month was not affected by 
the commodity price decline which developed early in February. 
On the assumption (which is still debatable) that a peak in grain 
prices coincided with a decisive business turn, there would be 
no reason to expect the accumulation of formidable evidence 
until, quite probably, early in May. 


THE WORLD OVERSEAS 


s 





Next Stage in Finland 


ene between the Communists’ seizure of power in 
Czechoslovakia and the Russian proposal for an alliance with 
Finland are being pressed too far. It is obviously impossible to 
forecast the whole future train of events in Finland. But if the 
Finnish Communists seize power in the near future it will be a 
much more surprising event than it was in Czechoslovakia. The 
Communist Minister of the Interior has only a few hundred 
special police scattered about the country, the ordinary police 
being outside his jurisdiction. The Army has hardly been pene- 
trated by the Communists, although it is being remodelled on 
Russian lines. 

In the 1945 elections to the Chamber, the Communists and their 
allies in the Democratic League gained 49 out of 200 seats: by the 
addition of 2 Social Democrats their strength is now 51. In 
the Cabinet, it is true, the alliance has a disproportionate repre- 
sentation. The Premier, Mr Mauno Pekkala, belongs to the 
Democratic League and three other portfolios—the Interior, 
Justice, and Social Affairs—are also held by its members in addi- 
tion to the posts of Deputy Foreign Minister and Deputy Minister 
of Communications. The Minister of Education, a Social Demo- 
crat, is favourably inclined to the Democratic League. Against 
this grouping stand two firm Social Democrats, three Agrarians, 
one member of the Swedish Party and one Independent, As 
these jatter Ministers may be considered to stand rather apart 
from the main stream of Finnish politics, the Cabinet is clearly 
weighted in favour of the Communists. They also hold several 
posts of cardinal importance in home politics: , 

Yet they have had little success. Last June in the first elections 
to the Central Committee of the Suomen - ldrtejtoj 
Kesnoikusliitto (SAK), the Finnish TUC, since nw 
membership (banned in 1932) again became legal, they did ‘not, as 


expected, gain control. In the municipal elections last December, 
they lost a fifth of their 2,000 odd seats, while the Social Demo- 
crats and Right-wing parties increased their representation by 
over 200 and nearly 750 respectively. To the extent, therefore, 
that a recent weakening in the Communist position is likely to 
be endorsed by the general elections to be held at the beginning 
of July, there is some parallel with Czechoslovakia. But the 
Finnish Communists are in no position to do much about it with- 
out direct intervention by Russia. 

Mr Stalin’s courteously worded letter to the Finnish President, 
Mr Paasikivi, does not appear to presage such action. Russia’s 
outer defences in the west have just been completed, as Mr 
Molotov remarked at the time, by the conclusion of an alliance 
with Hungary. The system is now being extended to Finland to 
cover the North-western approaches. The Finns—and their 
neighbours—have expected such a move for many months, but 
have been unwilling to take the initiative in spite of hints from 
Moscow. They are weary of being involved in great Power 
disputes in the manner implied by a military alliance. Indeed, 
it is generally believed that they entered on trade nego- 
tiations with Russia last November in order to distract the 


Kremlin for a few weeks from discussions of an. alliance. Mr 


Sialin is of course aware that the balance of parties in the Finnish 

Parliament gives a tactical advamtage to the Finns, The majority 

is determined to put off the irrevocable choice for as long as 

possible, ? a : ' ; 
7 Control of Strategic Points. _. 

Now Mr Stalin has forced’ their Hand. Ai alliance will be 


. There is no way round the decision. ‘But even wi 
it, the Finns, if they were forced to fight again, would fight on 
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side of Russia. This has been repeatedly emphasised by respon- 
sible spokesmen from the President downwards. The facts of 
geography and self-interest reinforce their words. Moreover, 
Russian garrisons at strategic points already control Finland— 
Helsinki is within range of their guns from Porkkala. The 
Russian Army could occupy. the country within a day: the 
Finnish Army under the Peace Treaty must not exceed 34,400 
men of all arms. 


Why then did the Russians choose this time to convert their 
de facto control into a formal alliance which appeats to give 
them no additional advantages? Several reasons may be advanced. 
There was undoubtedly a desire to follow up the coup in 
Czechoslovakia by action elsewhere while the Western Powers 
were still aghast. It was probably felt in Moscow that the 
Oslo declaration of Scandinavian Foreign Ministers last 
week that their countries would co-operate fully in the Euro- 
pean Recovery Programme called for some gesture of warn- 
ing. That statement may have been construed as a sign that 
Scandinavia had set its political course westward and that Russia’s 


oe 





Baltic front therefore required buttressing. Finally, the move 
and whatever follows it must have effects on the way the Finns 
vote four months hence. They have been given various indica- 
tions recently that the Russians intended at least to put them- 
selves in a position to act more swiftly. 

In January the Soviet Ambassador in Helsinki, Abramov, a fairly 
easy-going man, was recalled “ for reasons of health ” and replaced 
by General Sovanenkov, formerly Zhdanov’s right-hand man on 
the Control Commission with the reputation of a hard master. 
About the same time it became known that Leino, the leader of 
the Finnish Communists, visited Moscow in December. With 
him were his wife, who is the daughter of Kuusinen, the President 
of the Soviet Finno-Karelian Republic, and Pessi, the secretary 
of the Finnish Communist Party. Early in February the Council 
of the Democratic League resolved to “ go over to the offensive.” 
Clearly something was brewing. Communist demands for an 
alliance with Russia became more frequent. Proposals were made 
that, in order to be freed from its present dependence on the 
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West, Finland should ask for its load to be lightened—nct by 
further American loans but by an extension of the period fixed 
for delivering reparations to Russia.’ Further American loans 
are now out of the question: the State Department had vetoed a 
$40 million credit from the Export-Import Bank even before last 
week’s developments. Whether Russia will ease the burden that 
its vast reparations impose on the Finns will probably depend on 
their attitude to the negotiations for an alliance. 

So far the Finns have been cautious but correct. Mr Stalin’s 
proposal, together with a questionnaire. submitted by the Presi- 
dent, is being considered by the political parties. No precise 
terms have been put forward. But the question that will mainly 
be agitated is what the Russians mean by “a radical improvement 
of the relations berween our two countries.” In the circumstances 
they have been very good. Yet there is no question that the Finns 
will strive to the utmost to maintain their forms of Parliamentary 
democracy and other cherished institutions ; and they must derive 
encouragement from their success in doing so under the Czars 
and, in 1941-44, under the Germans. If they succeed again, 
the formal confirmation of an already existing situation will 
be of little moment. But it is difficult not to believe that the 
next inevitable step will bring with it the necessity for further 
political changes as the months pass. 


Switzerland and Western 
Union 


[FROM A SWISS CORRESPONDENT] 


SWITZERLAND has a way of being unique. For centuries it has 
been the only country in the world to enjoy and to practise a 
policy of consistent political and military neutrality. For several 
generations it was the sole republic in Europe. For over a hundred 
years its peoples of three races and of two faiths, elsewhere rivals 
and often foes, have lived peacefully side by side in a fraternal 
federal union. Today it is the only free and truly self-governing 
country in the Old World which neither needs, nor expects, any 
financial aid from the New. 

Is this minute Alpine republic. therefore a_ self-contained 
economic unit, isolationist in outlook and indifferent to the plight 
of the world? Nothing, of course, could be further from the 
truth. Quite apart from its humanitarian traditions—since 1864 
it has been the seat and active centre of the International Red Cross 
—Switzerland is perhaps the least insulated country in the world. 
It has today the highest per caput figures of foreign trade of any 
independent state, and with its population of a little over 4,000,000 
it is the world’s most intensive importer of foodstuffs and raw 
materials. and exporter of manufactured goods. 

In such circumstances Switzerland could hardly remain a dis- 
interested observer of the Marshall Plan. On July 9, 1947, the 
Swiss Government accepted the invitation extended to them by 
Great Britain and France to be represented at the Paris confer- 
ence, even though, on July 6th, the Soviet Minister in Berne had 
spoken to the Swiss Foreign Secretary in the obvious hope, but 
without expressing any positive wish, that Switzerland would 
abstain. In accepting the Franco-British invitation the Swiss 
Government re-affirmed their desire to co-operate in the recon- 
struction of Europe. At the same time, they recalled Switzer- 
land’s traditional neutrality and reserved their freedom to deal on 
equal terms with all foreign states, whether represented or not at 
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the Paris conference. Since then Switzerland has been present 
not only at Paris but also at all the subsequent meetings of the 
“ participating countries ” at Brussels, at Rome and elsewhere. 

The policy adopted by the Swiss Government seems to enjoy 
the general support of the nation. The support is neither very 
articulate, nor is it at all enthusiastic, but it is well-nigh unani- 
mous. The only consistent opposition has come from the Com- 
munists, to whose approved slogans of “ national sovereignty ” and 
“ American imperialism,” has been added an occasional critical 
reference to the sacrifice of Swiss neutrality on the altar of Wall 
Street. This has brought a touch of humour to an otherwise 
dull campaign and one too obviously inspired to be inspiring. 
The sudden -solicitude about the traditional foreign policy of 
Switzerland has struck Swiss opinion as rather odd. It was being 
displayed for the first time by the anly party which had hitherto 
condemned that policy and urged adhesion to the San Francisco 
Charter. 


Applause for Marshall Plan 


Why the Government, with the overwhelming support of parlia- 
ment, has adopted a policy of co-operation, is to be explained 
by two reasons, one negative and the other positive. 

Ever since the war and the birth of the United Nations, Berne 
seems to have been affected by a certain dread of international 
loneliness. Fearing their absence from Lake Success might be 
misinterpreted, Swiss official circles have left no stone unturned 
to display their interest in and their sympathy for all forms of 
international co-operation which are not incompatible with their 
religion of political neutrality. That is why Switzerland is taking 
an almost ostentatiously active part in the International Labour 
Organisation, Unesco, the Food and Agricultural Organisation 
and most of the other “ special agencies.” That is why the Swiss 
authorities have granted the United Nations and their officials 
terms of residence in Geneva appreciably more generous than 
those which they enjoy in New York. That is why they also 
accepted the Paris invitation even before it had been addressed 
directly to them. 

The more positive consideration which led Switzerland to 
Applaud the American offer is not dissimilar from that which had 
prompted it. If that offer be defined as an American investment 
in European peace and freedom, it is but natural that Switzer- 
land should be most grateful for it. It may not be able itself to 
take any appreciable share in the investment and it will certainly 
claim no exclusive dividends therefrom, but no state in the 
world is more interested in European peace and freedom than 
Switzerland which, from its Alpine retreat, has witnessed twice 
in the course of one generation the ravages of war on all its 
borders. Without peace in Europe it can enjoy neither security 
nor prosperity. As for political freedom in Europe, it is the very 
life blood of the Swiss, not only because it is the condition of 
peace, but because their seven hundred years old history is 
nothing but a continuous struggle against external and internal 
oppression. 

Switzerland has therefore become one of the “ Sixteen” both 
because it welcomes every form of non-political international 
co-operation and because it fully shares the hope that peace and 
freedom may be preserved in at least a part of Europe, which will 
be economically rehabiitated and socially consolidated thanks 
togAmerican aid. 

What does Switzerland expect to receive from the Marshall 
plan ? Immediately, nothing at all, and even ultimately, nothing 
exclusive. Indirectly, however, Switzerland hopes to profit not 
only politically, but also economically from the anticipated 
recovery of its European neighbours. 


DirecTION OF Swiss TRADE 
(Millions of Swiss Francs*) 
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A few figures will show why and how Switzerland’s prosperity 
depends on that of the outside world and particularly on that of 
the other “ participating countries.” In the last year prior to the 
Second World War, Switzerland’s foreign trade amounted 49 
2,923 million Swiss francs, that is 697 francs per head of the 
population. The corresponding figures for 1947 were 8,088 
million and 1,877 francs. 

A perusal of the first table will suffice to explain why Switzerlang 
could hardly afford to remain aloof from the Marshall Plan con- 
ferences. Initiated by the country which, as a résult of the 
has become by far Switzerland’s most important supplier and 
customer, they are being carried on between sixteen Europeag 
countries, of which nine are among its fifteen most important 
suppliers and eight among its fifteen best customers. 


Compared with this, the following figures illustrate the minor 
importance of Swiss trade with the principal countries of eastern 
Europe : 


(Millions of Swiss Francs) 





Imports * Exports 

So Se —e ee —— mente na = re... 
| 1947 1938 147 | 1938 

- — a a don L p~ecinnranta ee ! dati 
Czechoslovakia ........-| 261-4 | 89-2 | Czechoslovakia Bt , 1694 | 440 
PIO oc vase de> pee + 79-0 | 25-8 | Hungary ...-....-00. 32.2 | 153 
SEMIS. <n ci. Sows g\ on L 36-6.) “3-44 Poles’... ea 29-0.4 22-5 
Jugoslavia ge . cI @aian { 23-1 Bee Yuumenia osc. . Be. 21-7 | 14-0 
Cae. .......c 0%. 8-6 29-0 | Jugoslavia .;........s. + 16 | 10-9 
ME oe eR ee ve 4-5 Wa WCE, ne bc ce beacon | 49 1-1 
FES 2 ES Saar } 4-3 25-0.) 3-1 4-1 


The potential resources of eastern Europe are, of course, 
enormous, and its total population is more than equal to that of 
western Europe. It is therefore likely that its commercial relations 
with Switzerland will appreciably increase in the future—if that 
future be one of peace. For the present, however, Switzerland, 
like all other countries of western Europe which have lost in 
Germany both their most important supplier and their best 
customer, is locking westwards rather than eastwards for the 
promotion of its foreign trade, 


‘As Switzerland has been, is, and hopes to remain able to pay 
for her imports without American aid, it is, with Portugal, the 
only participating country which asks for none. On the other 
hand it is not easy to imagine what new and constructive contri- 
bution Switzerland could make to the efforts of European economic 
co-operation. Its production, with the assistance of over 100,000 
recent Italian immigrants, is today already strained to the limit and 
its exports could hardly be increased. It has opened its markets, 
wider than most, to foreign exports. Its customs tariff is probably 
the lowest in Europe. The import quotas, with which the Swiss 
unfortunately feel obliged to protect their agriculture, are often 
waived. Alone in Europe Switzerland practises no form of ¢x- 
change control. Moreover, since the war, Switzerland has given 
and lent nearly 1,000 million Swiss francs to its war-ravaged neigh- 
bours for their economic reconstruction. 


Cult of Neutrality 


Switzerland and European Union is a topic about which much 
has been written. The most penetrating authors present the sub- 
ject as a study in contrasts. On the one hand, the multilingual 
federal state in the heart of Europe is often heralded from without, 
and is sometimes even tempted to look upon itself, as the micro- 
cosmic model of a future rejuvenated Old World. On the other 
hand, traditionally neutral, Switzerland is in some ways the least 
co-operative member of the European family. 


A small state, for centuries surrounded by great powers and 
inhabited by a people whose various tongues and faiths have ever 
attracted them towards different and often warring neighbours, 
Switzerland has leng deemed it wise to remain aloof from the 
quarrels of others. The cult of neutrality has thus become the 
essence of Helvetic patriotism, Ever since the Thirty Years’ 
War in the seventeenth century, the fear of internal disunity, ne 
less. than that of foreign invasion, has made of ‘that principle the 
corner stone of Swiss foreign policy. Se 


For nearly five centuries. Switzerland has practised that policy 
and, except for the Napoleonic wars, has thereby escaped invasiot. 
Is at surprising that, attributing’as they do their astonishing 
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sense, to believe that the generation of Swissy*which has sur- 
vived two world wars unscathed, would be prepared to reverse it? 


In favour of what could they be tempted to do.so? The 
United Nations, whose main characteristic is their fundamental 
disunion and whose Charter does not even pretend to shield the 
weak against the strong? A European Union, that is either a 
western bloc, formed to protect one-half of Europe against the 
other, or, for the tragic present at least, the idlest of day dreams ? 


No. Switzerland’s traditions, its sentiment and its self-interest 
will prompt it to do everything in its power to promote the 
economic reconstruction of Europe, of western and of eastern 
Europe alike. But these traditions, sentiments and self-interests 
will, with equal force, deter Switzerland from joining any political 
union, unless and until it can be truly continental.or, better still, 
universal in scope. 

Switzerland’s national experience and internal structure lead 
it to believe that there will be no secure peace and freedom in 
the world before all national sovereignties are merged in a supra- 
national federation. But foreign history has convinced the 
Swiss people that, pending that dispensation and especially in 
the present mad state of the world, they can best save them- 
selves by avoiding all political and military commitments, ‘save 
1 general undertaking of armed neutrality and hostility to every 
aggressor. 

They are the less ashamed of their traditional policy in this 
matter, because past and recent history seems to show that, 
properly understood and humanely practised, that policy may 
well serve the interests of others hardly less than their own. 


British Honduras 


SENDING the Royal Navy to the support of the Crown Colony 
of British Honduras in the century-old quarrel with Guatemala, 
which was revived last week, was both a successful and apt 
gesture, For it was a naval officer, Admiral Sir William Burnaby, 
who, in 1765, first gave British Honduras an improvised code of 
laws and who implemented its first constitution, granted by 
George III in the same year. The colony originally grew up 
in the buccaneering days of the 17th century when English pirates 
found its complicated system of reefs and cays an ideal haven 
from their Spanish pursuers. Its later development was gradual, 
but by the beginning of the last century “new and more 
respectable sources of wealth had been discovered.” 
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The two chief sources of, wealth in British Honduras are 
mahogany and chicle, a swbstance* from the chicle tree used as 
the basis of chewing gum. In“the fast few years efforts have 
been made to expand its productsyand grapefruit, coconuts, and 
the nuts of the cohune palm have. been biked b the colony’s 
exports. But timber remains its most important asset ; of an area 
of 8,600 square miles, 93.9 per Cent is forest land, and the majority 
of the population of 60,000 are employed iu timberscutting and 
hauling. Roads are few and bad, but development schemes now 
in progress should do much to remedy this defect. Airfields 
have been built at the capital, Belize, and at the largest town in 
the hinterland, Cayo. 
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The position of Belize is a serious drawback to the develip. 
ment of the colony. It was orig:nally chosen as a settlement 
because of its harbour, but a vast mangrove swamp separates jt 
from the hinterland. To lay roads across this swamp is di 
while the mosquities, sandflies and land crabs which infest j 
make the journey singularly unpleasant. “If there is anything 
that bites,” say the Belizarians, “we have it.” 

Economically, British Honduras is a flourishing little country 
well worth the funds allocated to it by Britaim. Its export trade 
in 1946, the latest year for which figures are available, amounted 
to $5,222,028, of which half was obtaimed from mahogany and 
chicle sales and half from other products such as grape-fruit 
juice and coconuts. Its principal imports are ae: textiles, 
cars, lorries and tractors. Income tax is On a sliding scale from 
5 per cent on an income of $1,000 rising tO 40 per cent on 
$35,000 and above. The people are a diverse mixture of “ creoles” 
—English-speaking West Indian negroes—Indians, Caribs, East 
Indians, and a few hundred Europeans. 


Guatemala’s Claims and Threats 


The dispute with. Guatemala arises out of the treaty signed in 
1859 by which Guatemala agreed to recognise the British title 
to the colony in exchange for a road to be built from Guatemala 
City to the Atlantic coast. It was then found that to build 
this road would be impracticable, and Britain offered to pay 
Guatemala an indemnity of {£50,0co instead. Guatemala 
retaliated by threatening to withdraw its recognition of British 
Honduras as. a Crown Colony..In 1936 the dispute wag 
revived and Guatemala then claimed that as Britain had noe 
built the road, the original treaty was invalid and that British 
Honduras belonged to Guatemala. At the beginning of the war, 
President Ubico postponed the dispute as a recognition of 
Britain’s engagements elsewhere, but in 1944 President Ubico 
was deposed, and the new President, Juan José Arevalo, began 
to press Guatemala’s claims once more. Britain’s suggestion 
that the matter should be referred to the International Courf ¢ 
Justice was rejected and last week threats of armed caveat 
were made. ‘These threats subsided as a result of the prompt 
dispatch of British forces to the colony. 


There the matter now rests, but more will probably be heard 
from Guatemala at the forthcoming pan-American conference 
at Bogota, when Guatemala will probably join Argentina, Chile 
and Venezuela in their protests against the “ violation” of South 
American territory by Britain, 


Revival of Hongkong 


Loca. political squabbles are not reflected in the figures just 
published of Hongkong’s foreign trade last year. Their most 
significant item is the swift rise of Japanese imports from virtually 
nothing in 1946 to a value of nearly $37 million in 1947. In the 
same period the value of piece-goods and textiles imported rose 
from $101 million to “$215 million, which latter figure is 
exceeded only by oils and fats at $246 million and food 
at $240 million—although sundries amount to $259 million. The 
largest rise in the main of merchandise. is.in.dyeing and 
tanning materials, from $12 million to $66 million, metals from 
$40 million «to: $103; million, and. minerals and ores from 
$1,500,000 10 $9,000,000, The total value of imports was $1,559 
million comparedwith $933 million in 1946. “Treasure” worth 
$50 million—more than twice the 1946 sum—was also imported. 
The United States with goods worth $299 million ousted South 
China with $281 million as the largest importer. The United 
Kingdom’s share imcreased from $44 million to $164 million and 
is now third largest, British Malaya, Australia and Canada als9 
imported considerably_more. ne 


Hongkong’s exports in 1947 totalled $1,217 ‘million, exclusive 
of “ treasure” worth $99 million. In 1946 they amounted to 

















$767 million, "The main items were oils and fats, $271 million ; 
“ sundries,” mM, piece-goods and textiles, $194 million ; 
food, $159 million ; and metals, $74 million. Most went to British 
Malaya, which took goods worth $214 million compa 
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THE BUSINESS WORLD 





Shipbuilding Problems Now 


pa shipbuilders have increased the preponderance in 
world shipbuilding which they held before the war. This 
is clear from the final summary of world output of shipping in 
1947 issued by Lloyd’s Register. It is permissible, now that 
the wartime peak is past and the fantastic American mass- 
production effort has disappeared from the scene, to look for 
the outlines of a post-war pattern in the world shipbuilding 
indusiry. Last year 2,111,886 tons gross of merchant shipping 
were launched in the world (excluding Russia, Germany, and 
Japan); this is about the level of 1936, and is indeed less than 
in any of the intervening years except 1940. It is only slightly 
less, by 25,000 tons, than in 1946. British yards launched 
1,202,024 tons—§6.9 per cent of the world total, 69,000 tons 
more than in 1946 and, if the British wartime peak of 1942 is 
left out, more than in any year since 1930. United States out- 
put dropped from 501,294 tons to 164,848 ; Swedish launchings 
rose from 146,875 tons to 222,598 and displaced the United 
States for second place in the world table. Canada retained 
fourth place with 103,987 tons (an increase of 32,000). Next 
came France (91,911) and the Netherlands (87,801), each 
achieving its first substantial production since the interruption 
of the war years. 

Among the British launchings were the Caronia, Orcades, 
Edinburgh Castle, and Pretoria Casile (28,500 tons and over), 
seven liners of 13,000 to 16,000 tons each (two for export to 
Portugal), a whaling factory ship of 17,000 tons for Norway, 
and a tanker of 12,200 tons. Of the sixteen ships of 12,000 
tons and over launched in the world during 1947, thirteen came 
from British yards. Sixteen of the 35 tankers built were British. 
An unusually high proportion (380,000 tons or 31.6 per Cent) 
of the British output was built for foreign owners—compared 
with 10.2 per cent in 1946, 19.8 per cent in 1938, 10.9 per 
cent in 1936, 44.0 per cent in 1930, and 17.1 per cent in 1929. 
The biggest overseas customers were France (79,000 tons), 
Norway (74,000 tons), and Portugal (52,000). 

In 1913 British launchings were 58 per cent of world launch- 
ings ; last year they were not a great deal less. What other 
major industry can show the same record ? In the intervening 
years the share has, at times, fallen a good deal lower—it was 
25.8 per cent in 1932 and 34 per cent in 1938. The ship- 
builders would seem to have a good deal of reason to’ congratu- 
late themselves. But in fact their utterances have lately been 
perplexed and dissatisfied. The shipbuilders are not fitting 
comfortably, it seems, into the new world of planning ; the 
planners, they clearly feel, do not use them well, They them- 
selves are doing much, but if Government departments did not 
interfere they could do so much more. Their main complaint is, 
naturally, about steel. 

Steel is a sore subject in most industries now ; accusations of 
parsimonious steel allocations come from all the main users, and 
ate themselves the Government’s best defence against the 
charge of unfairness. Steel production has increased, but there 
is not enough to go round. And the prospects for a continued 
and steady increase (depending, as they do, on such doubtful 
quantities as the supply of German scrap) are not firm enough to 
encourage bold allocation. That the shipbuilders, like others, 
should blame the allocation svstem for injuries for which short- 


age is really to blame, is not surprising. . Last year. the 
industry got a good deal more steel than was allocated to it; 
it has now been allocated substantially less, and atthe same 
time a new system has been introduced to ensure that deliveries 
approximate more nearly to allocations than they have done in 
the past. Left to themselves, the shipbuilders may. reasonably 
feel, they would have done better. 

The truth is that ill-feeling between the shipbuilders and 
the planners is aggravated by a singular cause ; the shipbuilders 
are good planners themselves. They learned the hard lessons of 
the early thirties, and have come to leave as little as possible 
to chance. But they have now to adjust themselves to planning 
from above which is outside their control, and which, therefore, 
confronts them with a new factor of uncertainty. And here the 
Government planners might well study what can be done to 
improve matters. The shipbuilders may or may not be right 
in believing their allocations of steel for the first months of 
1948 to be unreasonably low. _ Nobody can say ; the allocations 
are not published, and the conflicting claims of. the various 
industries have never been impartially presented to the public. 
Objective discussion of the merits of the various cases has not 
been possible, because the data are missing. Naturally, if the 
Ministry of Supply takes refuge in silence and obscurity, indus- 
trialists take refuge in special pleading. But in the uncertainty 
of steel allocation plans the shipbuilders have a clear and reason- 
able complaint. They complain, too, of failure to consult them, 
and that they learnt of the January cut in steel supplies from the 
press... This should not happen... They must know in advance, 
and with reasonable certainty, what they can do. Uncertain 
and uneven supplies reduce them from a well-organised and 
well-planned industry to one peculiarly liable to spasmodic 
interference, peculiarly at the mercy of the winds of trade. 

What, after all, do the shipbuilders want ? Are their require- 
ments in conflict with the needs of the national economy ? The 
two imterests are—if quarrels over the immediate supply of 
steel can be suspended for a moment—substantially the same. 
The primary purpose of any plan for shipbuilding, in the face 
of the immediate economic crisis, must be simply to ensure 
that the best use of the industry’s potential is made in the 
national interest, economic and strategic. The longer-term and 
for the moment secondafy purpose must be to take any possible 
steps to prevent a future shipbuilding slump, with its conse- 
quent dislocation and unemployment which would not be 
confined within the limits of the industry. This calls for the 
levelling out of the worst fluctuations in demand to ensure a 
more steady flow of work, merchant and naval, over the years. 
These two main objectives are not likely to be contested. Any 
divergence of views is likely to be on the method rather than 
on the purpose. 

It is pertinent to consider what are, for the time being, the 
chief demands on the shipbuilding potential of the country. In 
the first place there is the need to. restore the deficiencies in 
tonnage caused by the war. This is as important to all the 
European maritime nations as it is to Great Britain, for until 
they have the ships they are deprived of the means to 
save dollar expenditure on freights, and to earn doljars for 
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‘shipping services rendered. Next comes the need to increase 
the total supply of world tanker tonnage, of which (though 
world tanker capacity is already some 50 per cent greater than 
it was at the outbreak of war) there is a general shortage. 
Thirdly, there is the need to improve the quality of the mer- 
chant fleets, to replace the heavy losses of specialised tonnage, 
such as refrigerated ships, fruit and timber carriers, short-sea 
traders, coasters and the like, whose duties can never be 
economically performed in peacetime by the makeshift standard 
tonnage which was built on such a scale in North America to 
meet the needs of war. The export value of the shipbuilding 
industry is a fourth factor which cannot be forgotten. 

ritish shipyards have made a creditable effort to meet these 
demands. They have been delivering new ships at the rate of 
about a million tons gross a year for the past two years. But 
despite their efforts, despite the absorption of a good deal of 
ex-enemy tonnage into the register and the purchase of well 
over a million tons gross of war-built ships from America, 
United Kingdom merchant tonnage is still some 2,000,000 tons 
gross below the 1939 level. In quality and age, it is immeasurably 
inferior, and rough use in the war has accelerated its obso- 
lescence. Other Marshall Plan nations, notably Norway, 
Denmark, the Netherlands and France, are in the same diffi- 
culty ; all rely to a large extent on British shipyards to make 
good their deficiencies. The deficiency of tanker tonnage is 
world-wide, and the proportion of tankers under construction 
and on order at the moment bears witness to the demand and 
to the effort to meet it. At the end of December there were 
50 tankers totalling 447,945 tons gross under construction in 
Great Britain, most of them still on the stocks. But ship- 
builders had orders on their books for a further 118 tankers, 
totalling more than 1,100,000 tons, which account for a good 
50 per cent of the total tonnage awaiting berths. Owing to 
their greater subdivision, tanker hulls ton for ton need more 
steel than passenger or cargo hulls. Current changes in the kind 
of demand for shipping mean, therefore, that requirements of 
shipbuilding steel will increase as the new orders reach the 
building stage. 

. 

In direct exports, the industry is doing well. For some time 
the proportion of export work in hand has been increasing ; it 
is now about one-third, and if ships in hand and on order are 
taken together it may well amount to £100 million. If this 
could be completed within, say, three years, its contribution to 
the export programme would be substantial and timely. 

“It is at present,” said the White Paper on capital expendi- 
ture, “ quite as advantageous to build ships for British owners 
as for export, even where the exports are to hard-currency 


The New Companies Act—I 


Re-shaping the 


N July 1st next, the accounting provisions of the new 

Companies Act will come into force. Many companies 
have already anticipated’ the changes which the new Act 
demands, but there are still a greater number whose directors 
and accountants have yet to address themselves to the new 
requirements. There are two fundamental statutory principles 
from which all the detailed stipulations about accounts can be 
said to flow. The first is that the balance sheet shall give a true 
and fair view of the state of affairs of the company at the end 
of its financial year, and also that the profit and loss account 
shall give a true and fair view of the profit or loss of the com- 
pany for the financial year. The second principle is that com- 
panies with holdings in subsidiary companies will in future 
be obliged (with a few exceptions) to issue “ group accounts.” 
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countries.” This may be an over-simplified statement. The 
benefit, it must be added, is lost unless the ships are used 
to the best trading advantage, and the unsatisfactory figures 
given in the White Paper on the Balance of Payments leave room 
for doubt whether this is being achieved. At any rate the net 
foreign earnings of United Kingdom shipping increased from 
£9 million in 1946 to £17 million in 1947. It is fair to argue 
that another one or two million tons of merchant shipping 
would have. brought a more than proportionate increase in 
foreign earnings. Neither the dry cargo fleet nor the tanker 
fleet is big enough yet to exclude the necessity of spending 
heavily in hard currency for the charter of American and Cana- 
dian ships; and, given more ships, earnings from the cross-trades 
could be a good deal higher than they are. The limited improve. 
ment which was achieved may be largely attributed to the out- 
put of high-quality liner tonnage for British owners from the 
shipyards during those two years. The output would have been 
much higher if it had not been for the serious deficiencies in 
raw materials and components and for congestion in the fitting- 
out stages caused by the large amount of reconversion work 
still being undertaken. But the back of the job has now been 
broken. Net shipping income should show a substantial increase 
in 1948 ; many more passenger liners will be back in service 
and four new liners of over 28,000 tons gross each are approach- 
ing completion. 

What are the shipbuilding prospects for 1948 ? Shortages 
of various kinds may be expected to continue sporadically, but 
the prospects of a more regular flow of materials and com- 
ponents—except steel—are better than they have been, Ship- 
builders have no general shortage of labour to contend with. 
They are equipped with more modern plant than ever before. 
They have, for the time being, plenty of orders to keep work 
flowing regularly through their yards. Their capacity is not 
stretched to its limit. Left to themselves, but given enough steel 
and fittings and components, they might be able by 1949 to 
produce finished ships at the rate of nearly 2,000,000 tons a year. 

If such ideal conditions existed, it would be necessary to 
consider what would be the international economic reper- 
cussions of producing ships at a rate approaching the present 
world production, But they do not exist, and are not likely to 
be attained so quickly. The shipbuilders, as they themselves 
are aware, depend on a multitude of supplying trades for the 
components which go into the fitting and furnishing of their 
ships. They are as worried as any industrialists by the ever- 
rising trend of their costs. They are, in fact, exposed directly 
to the economic problems of the country at large. It is this 
point which sets the limit to their immediate case, sound though 
it may be, for some additional steel supplies. 


Balance Sheet 


The general effect of both of these principles will be to 
bring the laggards into line with the best practice, rather than 
to make any great advance on what is already being done by 
many enlightened boards of directors. The Act will have the 
advantage, however, of encouraging some degree of standardisa- 
tion of practice and consistency in the use of technical account- 
ing terms—though even here it builds on a foundation which 
the Institute of Chartered Accountants, by its extremely 
valuable recommendations on accounting practice, has already 
done much to consolidate. For example, the Institute’s recom 
mendations on “ reserves” and “ provisions ” have been closely 
followed. “Reserves” are surpluses; that is, they are 
accretions to the proprietors of the business, either as’ undis- 
tributed profits or other revenue reserves (which can be distri- 
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buted as dividend if thought fit) or as capital surpluses, like 
profits on the sale of fixed assets and receipts from share pre- 
miums (which are “ capital reserves ” and whose distribution is 
therefore subject to certain limitations or outright prohibition). 
In this, the first of two articles on the future shape of Com- 
pany Accounts, it is proposed to deal with the balance sheet, 
and to leave the profit and loss account for later discussion. 
In the past, the left-hand side of a balance sheet has often 
presented an unsorted mixture of proprietorship balances 
(including capital, reserves, and undistributed profits) and of 
liabilities (with which free reserves are sometimes lumped 
together). The right-hand side might include such national 
“assets” as a debit balance on profit and loss or discounts 
on shares issued. The new obligation to classify the items 
in a balance sheet under the headings of capital, reserves, 
liebilities, and provisions (the latter are liabilities “ of 
which the amount cannot be ascertained with substantial 
accuracy”), and fixed and current assets, will result in an 
improvement in the structure of the average balance sheet. It 
will, therefore, be easier to see the relationship between the 
funds contributed directly by shareholders, those provided 
indirectly from accumulated profits, and those borrowed, or 
financed by normal trade credit. The new form will! distin- 
guish resources sunk in fixed assets (which are not defined, 
but in general cover durable property and equipment, 
long-term claims, and other assets not convertible into cash 
within twelve months) from current or floating assets, which 
are turned over more or less rapidly in the course of trade, 
or represent the temporary investment of surplus funds. The 
general balance sheet form will therefore be as follows :— 


| Fixed Assets 
Current Assets 
Discount on Shares 
Preliminary Expenses 
Profit and Loss Account 
(debit balance) 


Share Capital 

Undistributed Profits and 
Reserves 

Share Premium Account 

Capital Reserves 

Revenue Reserves 

Profit and Loss Account 

Long-term Liabilities 

Current Liabilities and 
Provisions | 


This is a clearer form than many balance sheets, but it is 
not revolutionary in any of its conceptions. 


The detailed requirements of the new Act on the construc- 
tion of accounts are extremely technical, and they have in- 
creased, rather than reduced, the scope for professional argu- 
ment. But accounts in future will undoubtedly mean more to 
the layman than in the past. Most significantly, “ secret 
reserves ” will no longer be permissible, except for banking, 
discount and assurance companies. It is hard to imagine how 
a profit and loss account can ever have been worth the name 
if it failed to show a figure of profit or loss which reflected 
as closely as possible the results of manufacture and trading. 
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But public companies have often developed a practice of 
“tucking away” profits in good years, and the practice has 
long reposed on the legal sanction in Newton v. Birmingham 
Small Arms Company, 1906. 

Accounting does not lend itself to detailed statutory regula- 
tion, and, unless a proper sense of judgment is preserved, 
niggling attention to detail can easily frustrate the fundamental 
ideas which accounts should satisfy. The accounting pro- 
visions of the Act are very largely what accountants have 
asked for through their professional bodies, and it is interesting 
that some of them are now wondering whether the Act will 
not involve them in more onerous responsibilities than they 
were inclined to anticipate. This, no doubt, is in part a re- 
action which is due to the technical argument and discussion 
on many provisions of the Act. As an example of the 
accountant’s problems in the application of the new Act, the 
following extract from the 1st Schedule, Part IV 1 (2), is worth 
consideration : — 

Where—(a) any amount written off or retained by way of 
providing for depreciation . . . not being an amount written 
off in relation to fixed assets before the coming into force of 
this Schedule or (b) any amount retained by way of. providing 
for any known liability is in excess .of* that which in the 
opinion of the directors is reasonably necessary for the purpose, 
the excess shall be treated for the purposes of this Schedule 
as a reserve and not as a provision. 


This extremely important passage removes the. existing 
sanction given to “secret reserves.” Companies should not 
in future understate their position—that is clearly the prin- 
ciple. But the accountant must look to the detailed wording 
of the Act, not to the principle which it purports to enshrine. 
It is therefore important that the first line of (a) refers to an 
“amount written off or retained by way of providing,” whilst 
the exclusion after “not being” refers only to “an amount 
written off.” The effect may be that excessive past deprecia- 
tion must now appear as a free reserve if it happens that it was 
maintained as a separate balance, but not if it was actually 
applied in the books as a deduction from the original value of 
the assets. The distinction is clear, though it seems to have 
little intrinsic significance. Even if this is accepted without 
further argument, another problem arises. . If. depreciation 
written off in the past was excessive, should there be a relief 
from future provisions until the over-provisions of the past 
are absorbed ? Questions of this kind will add to the already 
considerable burden carried by accountants and auditors for 
some time to come ; and only by keeping in mind the prin- 
ciples underlying the new Act will accountants avoid losing 
themselves in technicalities. 


A certain amount of room for judgment has quite rightly 
been left by the introduction of the words “ if material ” in many 
of the stipulations. No doubt what is material in one case may 
not be so in another. The significance of possible margins of 
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error in making estimates will be emphasized by fulfilment of 
the requirement that provisions for liabilities “of which the 
amount cannot be determined with substantial accuracy ” must 
appear separately in the balance sheet so long as they remain 
outstanding, and they must also be shown separately in the 
profit and loss account when they are created. If a provision 
proves to be excessive, its disposal must be indicated. Though 
secret reserves have been countenanced in the past, the undis- 
closed bolstering up of current results by drawing on them has 
not ; not, at least, since the Kylsant case, in which the Royal Mail 
Company had been concealing losses by bringing to credit tax 
provisions not required and the past profits of subsidiaries. 
The safeguards against such practices are made much more 
secure by the prohibition of secret reserves ; furthermore, 
since there is a tendency, which on broad grounds may seem 
desirable, to understate assets or overstate provisions where un- 
certainty exists, the Act requires the disclosure of any credits 


-which may arise in subsequent years. 


This is, on the face of it, a good principle. But it involves 
practical difficulties of its own. For example, the degree of 
uncertasnty in assessing the outcome of particular negotiations 
or work on hand is often considerable. In particular, uncertain- 
ties about taxation are very great, and considerable incon- 
venience arises from the British system of levying Income Tax 
by reference to the profits of the previous year. Although no 
legal compulsion exists, it is now regarded as good practice to 
provide (or perhaps it should be to “reserve”) for all income 
tax which will have to be borne on the company’s earnings to 
the current date of the profit and loss account. A company 
which wishes to catch up in this way is involved in setting aside 
it least two years’ tax in some year, or else in making periodical 
uxtra-allocations—as, for example, F. W. Woolworth have done 
for some years past on the scale of millions. In some cases, 
nearly three years’ tax may require to be dealt with in one year 
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if this ideal is to be attained. The Act, wisely perhaps, has 
begged this awkward question by confining its requirements to 
a statement of the basis of arriving at the Income Tax figures, 
But the result is to give directors an opportunity for making 
provisions which are not legally required. Those who want an 
excuse for making excessive provisions are provided with an 
extremely good one by this archaic assessment system. 2 


Legislative changes in the definition or arrangement of assets 
are less important. Fixed assets must be distinguished from 
current assets, and hence it will be possible to appreciate more 
readily the working capital position of a company. The market 
value of investments, other than “trade investments” which 
must be segregated, must be shown. The most technical change 
is that, with certain exception, fixed assets are to be stated at 
aggregate cost, or in some cases valuation, against which the 
accumulated depreciation provisions must be shown as a segre- 
gated deduction. The implication is that depreciation must be 
a calculated figure, and the old notion that it could be left as a 
discretionary allocation which might vary with the course of 
profits is now ruled out. The new form of account will em- 
phasise the fact that fixed asset figures, other than items whose 
life is regarded as perpetual, like freehold land, are merely costs 
incurred in advance which must be redeemed from the profits 
of future periods, according to the life of the assets. They are 
not fundamentally different from rent paid in advance, The 
tendency to assume that fixed asset figures are “ values ” in any 
ordinary sense has been a serious pitfall in the past. On the 
other hand, the Act contains no recognition of the fact that, 
owing to rising prices, the provision of depreciation on the basis 
of original cost results in inadequate funds for the replacement 
of assets and involves the over-statement of current earnings. 
There is as yet but little stirring of thought amongst accountants 
on this question, and it seems unlikely that they will be in any 
hurry to answer it. 


Business Notes 


The Last of the Credit 


Last Monday the British Government drew out the_ last 
$100 million which remained in the US line of credit. The $3,750 
million credit, put at Britain’s disposal in July, 1946, was to tide 
this country over the balance of payments deficit of a postwar 
transitional period which was estimated by the optimists at three 
years, by the pessimists at five years. In fact, the dollars have 
been exhausted in 19} months. Moreover, their exhaustion sees 
the dollar drain running at about the same rate as when the 
credit was first drawn upon in the summer of 1946. In February 
the British Government sold £27 million of gold and drew {£25 
million from the US loan. Adding to these two items the 
£3,500,000 drawn from the Canadian credit, the gross dollar drain 
in that month appears to have been of the order of £55.5 million, 
compared with £55-3 million in January and {£60 million in 
December. These are not exact figures, since the dollars spent in 
any particular month do not necessarily coincide with the dollars 
drawn from the loans or obtained by gold sales in that month. 
But they give the order of magnitudes and also the trend, and 
on both counts their evidence is disquieting. 


The unexpectedly rapid exhaustion of the loan can be attributed 
to four main factors, The first was the rise in commodity prices 
in the United States since the loan was negotiated. The second 
was the disappointing slowing down in Britain’s export drive 
after the first admirable getaway in the early part of 1946. The 
third was the excessive generosity of releases from accumulated 
sterling balances of sterling aréa countries and allocations of 
dollars from the sterling area dollar pool to those countries. 


The fourth was the over-hasty restoration of convertibility of 
current sterling and the loop-holes which this provided for the 
conversion of capital accumulations withdrawn as confidence in 
sterling began to wane. The order of importance of these 
factors is probably as given above, though it is disputable 
whether the disappointing showing made by British exports should 


not take precedence over the deterioration in the terms of trade. 

Now that the US line of credit is exhausted, Britain and the 
sterling countries which depend on the central gold and dollar 
reserve are forced back on their last line of defence. At the end 
of 1947 the gold and dollars in hand amounted to £512 million. 
Sales of gold since then amounted to £53} million. As against 
these, purchases of newly mined gold probably amounted to 
about £3,500,000, while the South African gold loan has added 
£80 million to the reserve. On these assumptions there should 
be a little over £540 million in hand. The encroachments into 
this reserve can be cushioned to a, small extent by further 
purchases of dollars from the International Monetary Fund. On 
British account, these purchases to date amount to £60 million, 
leaving about £25 million as the amount that may still be taken 
from the Fund between now and next September, when British 
purchases first began. Thereafter, a new twelve-months’ period 
will open during which,* assuming Britain not to have lost its 
right of access to the Fund, a further £80 million odd will be 
available. Additional relief may come from purchases of dollars 
from the Fund by other members of the sterling area. Recourse 
to the IMF is increasing, as may be gauged from the announce- 
ment that last month Belgium and Holland between them bought 
$27} million. It is surely time that sterling area members of the 
IMF, such as India, began to satisfy some of their continuing 
dollar hunger by having recourse to their facilities with that 
institution. 

These possible purchases of dollars from the IMF are not, 
however, a substantial factor in the situation. If the further 
encroachments upon the gold reserve are not to carry that reserve 
to the “minimum level” ina matter of a few 
months, there will have to be major dollar economics and larger 
exports to dollar markets and Marshall aid. Nothing less than 


a combination of these three can ensure the maintenance of the 


reserve above the level at which the whole machinery of externa 
payments of the sterling area would break down. 
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The Film Negotiations 


Mr Dalton, when he introduced. the clause in the Finance 
Bill to take power to put an import duty on foreign films, said: 
“] think this is an ingenious way of doing it. I am much 
obliged to the ingenious people who thought of it.” Whether, 
if he were now conducting the negotiations with the American 
mouon picture producers, which were resumed in London this 
week, he would still feel the same. sense of obligation may, 
perhaps, be doubted. The tax certainly kept American films out. 
It has probably saved some dollars, though it does not prevent 
the American industry from making money on re-issues which 


it can never have expected to make. By curtailing the exhibiting . 


revenue which is the main source of British film finance, it has 
even had a restricting effect on British film production. 

What other effects can be traced to the film tax and to the 
retaliatory blockade imposed by the American producers ? Has 
it done any political harm? The best guarantee that it would 
not has, so far, been the well-known reluctance of Washington 
to pull any chestnuts out of the fire for Hollywood. But if the 
United States Government is remaining aloof, why. should Mr 
Bevin have been brought into the negotiations on Monday ? 
For a purely trading matter one would have thought the President 
of the Board of Trade and the Chancellor of the Exchequer 
might have been sufficient. 

That the American Ambassador should have taken part in the 
talks would (if suggestions of political pressure can be entirely 
ruled out) be reassuring rather than perturbing. Mr Eric John- 
ston, who has again led the American Motion Picture Producers 
into battle for dollars, has a certain directness of manner which 
may perhaps be guided into helpful channels by the American 
Ambassador. There are suggestions that the finance houses of 
Wall Street and California which have extensive investments in 
the American film industry have been disturbed by the handling 
of the matter, so that too much “face” had become involved. 
Mr Allen Dulles, who accompanied Mr Johnston this week, and 
Mr Lewis Douglas are two level-headed men who may be 
expected to see that the mistakes of January are not repeated. 

But, with the best of wills and the most persuasive of tactics, 
the problem is not easy to settle. Clearly the British tax is in 
principle a bad tax; bit its purpose, the saving of dollars, has 
become even more urgent than when it was imposed, and no 
one is yet known to have suggested any other way of achieving 
the same purpose. The Americans may be able to help by 
accepting a quantitative restriction on their film exports whch 
they would administer themselves. ‘The ideal solution would be 
for the United States to show more British films in return ; but 
so far there are no signs that the American representatives either 
can or will negotiate on that basis, 


x * * 


Concealed Assets in USA 


The US Treasury has this week issued the order discussed 
in a note in The Economist of February 14th concerning the 
disclosure to the Governments of prospective Marshall aid 
countries of the assets held by their nationals in the United 
States. The order, which applies to assets blocked during the 
war, falls into two parts. The first deals with assets held directly 
in the names of the beneficiaries. In such cases the US Govern- 
ment will givé information of these holdings to the Governments 
of the countries in which they reside. The second deals with 
assets held in the mames of nominees, mainly of companies regis- 
tered in Switzerland and Liechtensteim. In these cases the US 
authorities will ask for disclosure of the beneficial owners, failing 
which these assets will, on June 1st, be taken over by the US 
Government on the ground that failure to obtain certification 
will be.a presumption of enemy ownership. 

The amounts involved were recently disclosed by Mr John 
Snyder, US Secretary to the Treasury, in a letter to Senator 
Vani Mr Snyder pointed out that the recipient Marshall 
countries had in the United States about $4,300 million of free 
assets and $700 million in blocked assets, Of the free. assets 
$2,300 million represented holdings. of nationals in the United 
Kingdom, whose Government has adequate information on the 
subject. Of the blocked assets $400 million are held in the 
names of the true owners and the balance of $300 million is 


held indirectly, mainly. through Switzerland. Mr Snyder esti- ‘ 


mated that the amount of assets held directly in French names 
was between $100 million and .$150. million, and that. French 
assets held indirectly through. Switzerland were between $200 
million and, $250 million, The United States has decided to 
take the er and arbitrary action of disclosing these assets to 
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foreign Governments, firstly because some of the European coun- 
tries concerned are in dire need of dollars to permit their survival 
as free nations, and secondly because American taxpayers are to 
be called upon to make substantial contributions to European 
recovery. 


* * * 


France’s Sterling 


Having virtually exHausted its dollar and gold reserves, 
France has recently been dipping considerably and rapidly. into 
its current sterling balances. These balances must not be confused 
with capital accumulation deriving mainly from the vesting of 
sterling securities previously held by French nationals and their 
sale to the British Government. In long and sometimes acti- 
monious negotiations last year, France was claiming, but without 
success, the right of availability and convertibility for this sterling. 
These balances, which at one time amounted to close on 
£100 million, are still largely intact and available for future use. 
But current sterling balances have recently been reported from 
Paris to be on the point of complete exhaustion. Dollar scarcity 
has undoubtedly caused a considerable diversion of French 
imports from dollar to sterling countries, and the programme 
of external trade for the first half of the current year suggests 
that French payments on current account to sterling countries 
will in this period amount to £80 million compared with counter- 
vailing receipts of £30 million. 

It is in the light of these figures that one should view the 
reported decision of the British Government to re-admit France 
to the list of countries which British tourists will be allowed. to 
visit this year. The whole question of trade between the franc 
and. sterling monetary areas is about to be reconsidered. by the 
Anglo-French Economic Committee, and it is hoped that as,a 
result of these discussions a closer approach to bilateral equi- 
librium. can be re-established in current payments. between the 
two areas, This process should be encouraged by. the recent 
devaluation of the franc, which has.as yet had little time to. affect 
the flow of French exports, 

On the other hand French costs and. prices appear to.be 
catching up fairly rapidly with the new devalued rate of the franc. 
Among the factors which are likely to stimulate further inflation 
of the currency in France is the imminent and substantial repatri- 
ation of French assets until now concealed in the United States. 
These, as is explained in the preceding note, are about to be 
divulged to. the French authorities by the US Government, or, 
where they are held by third parties, will be brought into the 
open by the threat of sequestration. These assets held by Freach 
nationals have been estimated at about $400 million. They are to 
be taken over at the new devalued rates by the French Govern- 
ment ; the proceeds of this large vesting operation are almost 
bound to have a considerable inflationary impact upon the French 
monetary situation. 

* . . 


Less Money at Last? 


The clearing banks’ return for February will certainly find 
its place in banking history. It reveals both the biggest rise in 
bank advances and—with one special exception—the biggest fall 
in deposits that the banks have ever experienced in a single 
month. Net deposits dropped in January by £100 million. Now 
they have fallen by a further £121 million, a movement only 
surpassed six years ago when the tax-gathering season coincided 


Commercial History and Review 
of 1947 


This week’s issue of the Records and Statistics Supplement 
to The Economist includes the second part of the Com- 
mercial History and Review for 1947—the 8Sth of the series 
which began in) 1863. 

Part II provides a detailed. survey. of. British. industrial 


development last year, with special articles on manpower, 
coal and steel, textiles, shipping, and the motor industry. 
Another section is devoted to articles on primary raw 
materials and food production. 

Part III of the Commercial History, containing overseas 
economic reports, will be published-on April 3rd. _ 

The Records and Statistics supplement is obtainable by 


subscription only, at 30s, per um; a combined sub- 
scription to The Economist and Necords and Statistics costs 
£4 per annum. 
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error in making estimates will be emphasized by fulfilment of 
the requirement that provisions for liabilities “of which the 
amount cannot be determined with substantial accuracy” must 
appear separately in the balance sheet so long as they remain 
outstanding, and they must also be shown separately in the 
profit and loss account when they are created. If a provision 
proves to be excessive, its disposal must be indicated. Though 
secret reserves have been countenanced in the past, the undis- 
closed bolstering up of current results by drawing on them has 
not ; not, at least, since the Kylsant case, in which the Royal Mail 
Company had been concealing losses by bringing to credit tax 
provisions not required and the past profits of subsidiaries. 
The safeguards against such practices are made much more 
secure by the prohibition of secret reserves; furthermore, 
since there is a tendency, which on broad grounds may seem 
desirable, to understate assets or overstate provisions where un- 
certainty exists, the Act requires the disclosure of any credits 
which may arise in subsequent years. 

This is, on the face of it, a good principle. But it involves 
practical difficulties of its own. For example, the degree of 
uncertainty in assessing the outcome of particular negotiations 
or work on hand is often considerable. In particular, uncertain- 
ties about taxation are very great, and considerable incon- 
venience arises from the British system of levying Income Tax 
by reference to the profits of the previous year. Although no 
legal compulsion exists, it is now regarded as good practice to 
provide (or perhaps it should be to “reserve”) for all income 
tax which will have to be borne on the company’s earnings to 
the current date of the profit and loss account. A company 
which wishes to catch up in this way is involved in setting aside 
it least two years’ tax in some year, or else in making periodical 
extra-allocations—as, for example, F. W. Woolworth have done 
for some years past on the scale of millions. In some cases, 
nearly three years’ tax may require to be dealt with in one year 
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if this ideal is to be attained. The Act, wisely perhaps, has 
begged this awkward question by confining its requirements tp. 
a statement of the basis of arriving at the Income Tax figures, 
But the result is to give directors an opportunity for making 
provisions which are not legally required. Those who want an 
excuse for making excessive provisions are provided with ap 
extremely good one by this archaic assessment system. - 


Legislative changes in the definition or arrangement of assets 
are less important. Fixed assets. must be distinguished from 
current assets, and hence it will be possible to appreciate more 
readily the working capital position of accompany. The market 
value of investments, other than “ trade investments” which 
must be segregated, must be shown. The most technical change 
is that, with certain exception, fixed assets are to be stated af 
aggregate cost, or in some cases valuation, against which the 
accumulated depreciation provisions must be shown as a segre- 
gated deduction. The implication is that depreciation must be 
a calculated figure, and the old notion that it could be left as a 
discretionary allocation which might vary with the course of 
profits is now ruled out. The new form of account will em- 
phasise the fact that fixed asset figures, other than items whose 
life is regarded as perpetual, like freehold land, are merely costs 
incurred in advance which must be redeemed from the profits 
of future periods, according to the life of the assets. They are 
not fundamentally different from rent paid in advance. The 
tendency to assume that fixed asset figures are “ values ” in any 
ordinary sense has been a serious pitfall in the past. On the 
other hand, the Act contains no recognition of the fact that, 
Owing to rising prices, the provision of depreciation on the basis 
of original cost results in inadequate funds for the replacement 
of assets and involves the over-statement of current earnings. 
There is as yet but little stirring of thought amongst accountants 
on this question, and it seems unlikely that they will be in any 
hurry to answer it. 


Business Notes 


The Last of the Credit 


Last Monday the British Government drew out the last 
$100 million which remained in the US line of credit, The $3,750 
million credit, put at Britain’s disposal in July, 1946, was to tide 
this country over the balance of payments deficit of a postwar 
transitional period which was estimated by the optimists at three 
years, by the pessimists at five years. In fact, the dollars have 
been exhausted in 19} months. Moreover, their exhaustion sees 
the dollar drain running at about the same rate as when the 
credit was first drawn upon in the summer of 1946. In February 
the British Government sold £27 million of gold and drew £25 
million from the US loan. Adding to these two items the 
£3,500,000 drawn from the Canadian credit, the gross dollar drain 
in that month appears to have been of the order of £55.5 million, 
compared with £55.3 million in January and {60 million in 
December. These are not exact figures, since the dollars spent in 
any particular month do not necessarily coincide with the dollars 
drawn from the loans or obtained by gold sales in that month. 
But they give the order of magnitudes and also the trend, and 
on both counts their evidence is disquieting. 


The unexpectedly rapid exhaustion of the loan can be attributed 
to four main factors. The first was the rise in commodity prices 
in the United States since the loan was otiated, The second 
was the disappointing slowing down in Britain's export drive 
after the first admirable getaway in the early part of 1946. The 
third was the excessive generosity of releases from accumulated 
sterling balances of sterling aréa countries and allocations of 
dollars from the sterling area dollar pool to those countries. 


The fourth was the over-hasty restoration of convertibility of 
current sterling andthe loop-holes»which this provided for the 
conversion of capital accumulations withdrawn as confidence in 
sterling began to wane. The order of importance of these 
factors is probably as given above, though it is disputable 
whether the disappointing showing made by British exports should 


not take precedence over the deterioration in the terms of trade. 

Now that the US line of credit is exhausted, Britain and the 
sterling countries which depend on the central gold and dollar 
reserve are forced back on their last line of defence. Art the end 
of 1947 the gold and dollars in hand amounted to £512 million. 
Sales of gold since then amounted to £53} million. As against 
these, purchases of newly mined gold probably amounted to 
about £3,500,000, while the South African gold loan has added 
£80 million to the reserve. On these assumptions there should 
be a little over £540 million in hand. The encroachments into 
this reserve can be cushioned to a. small extent by further 
purchases of dollars from the International Monetary Fund. On 
British account, these purchases to date amount to £60 million, 
leaving about £25 million as the amount that may still be taken 
from the Fund between now and next September, when British 
purchases first began. Thereafter, a new twelve-months’ period 
will open during which," assuming Britain not to have lost its 
right of access to the Fund, a further £80 million odd will be 
available. Additional relief may come from purchases of dollars 
from the Fund by other members of the sterling area. Recourse 
to the IMF is increasing, as may be from the announce- 
ment that last month Belgium and Holland between them bought 
$27} million. It is surely time that sterling area members of the 
IMF, such as India, began to satisfy some of their continuing 
dollar hunger by having recourse to their facilities with that 
institution. 

These possible purchases of dollars from the IMF are not, 
however, a substantial factor in the situation. If the further 
encroachments upon the gold reserve are not to carry that reserve 
to the “minimum operable level” in a matter of a few 
months, there will have to be major dollar economics and larger 


exports to dollar markets and Marshall aid. Nothing less than . 


a combination of these three can ensure the maintenance of the 
reserve above the level at which the whole machinery of external 
payments of the sterling area would break down. wid 
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The Film Negotiations 


Mr Dalton, when he introduced the clause in the Finance 
Bill 10 take power to put an import duty on foreign films, said: 
“I think this is an ingenious way of doing it. I am much 
obliged to the ingenious people who thought of it.” Whether, 
if he were now conducting the negotiations with the American 
mouon picture producers, which were resumed in London this 
week, he would still feel the same. sense of obligation may, 
perhaps, be doubted, The tax certainly kept American films out. 
Ii has probably saved some dollars, though it does not prevent 
the American industry from making money on re-issues. which 
it can never have expected to make. By curtailing the exhibiting 
revenue which is the main source of British film finance, it has 
even had a resiricting effect on British film production. 

What other effects can be traced to the film tax and to the 
retaliatory blockade imposed by the American producers ? Has 
it done any political harm? The best guarantee that it would 
not has, so far, been the well-known reluctance of Washington 
to pull any chesinuts out of the fire for Hollywood. But if the 
United States Government is remaining aloof, why. should Mr 
Bevin have been brought into the negotiations on Monday ? 
For a purely trading matter one would have thought the President 
of the Board of Trade and the Chancellor of the Exchequer 
might have been sufficient. 

That the American Ambassador should have taken part in the 
talks would (if suggestions of political pressure can be entirely 
ruled out) be reassuring rather than perturbing. Mr Er:c John- 
ston, who has again led the American Motion Picture Producers 
into battle for dollars, has a certain directness of manner which 
may perhaps be guided into helpful channels by the American 
Ambassador. There are suggestions that the finance houses of 
Wall Street and California which have extensive investments in 
the American film industry have been disturbed by the handling 
of the matter, so that too much “face” had become involved. 
Mr Allen Dulles, who accompanied Mr Johnston this week, and 
Mr Lewis Douglas are two level-headed men who may be 
expected to see that the mistakes of January are not repeated. 

But, with the best of wills and the most persuasive of tactics, 
the problem is not easy to settle. Clearly the British tax is in 
principle a bad tax; but its purpose, the saving of dollars, has 
become even more urgent than when it was imposed, and no 
one is yet known to have suggested any other way of achieving 
the same purpose. The Americans may be able to help by 
accepting a quantitative restriction on their film exports wh-ch 
they would administer themselves. The ideal solution would be 
for the United States to show more British films in return ; but 
so far there are no signs that the American representatives e:ther 
can or will negotiate on that basis. 


* * * 


Concealed Assets in USA 


The US Treasury has this week issued the order discussed 
in a note in The Economist of February, 14th concerning the 
disclosure to the Governments of prospective Marshall aid 
countries of the assets held by their nationals in the United 
States. The order, which applies to assets blocked during the 
war, falls into two parts. The first deals with assets held directly 
in the names of the beneficiaries. In such cases the US Govern- 
ment will givé information of these holdings to the Governments 
of the countries in which they reside. The second deals with 
assets held in the mames of nominees, mainly of companies regis- 
tered in Switzerland and Liechtenstein. In these cases the US 
authorities will ask for disclosure of the beneficial owners, failing 
which these assets will, on June rst, be taken over by the US 
Government on the ground that _— to obtain certification 
will be.a presumption of enemy ownership. 

The Senate Soak were recently disclosed by Mr John 
Snyder, US Secretary to the Treasury, in a letier to Senator 
Vandenberg, Mr Snyder pointed out that the recipient Marshall 
countries had in the United States about $4,300 million of free 
assets and $700 million in blocked: assets, Of the free assets 
$2,300 million represented holdings of nationals in the United 
Kingdom, whose Government. has adequate information on the 
subject. .Of the blocked assets $400 million are held in the 
names of the true owners and the balance of $300. million is 
held indirectly, mainly through Switzerland. Mr Snyder esti- 
mated that the amount of assets held directly im French names 
was between $100 million and $150 million, and, that. French 
assets held indirectly. through. Switzerland were between $200 
million and $250 million. The United. States has decided to 
take the cae and arbitrary action of disclosing these assets to 
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foreign Governments, firstly because some of the European coun- 
tries concerned are in dire need of dollars to permit their survival 
as free nations, and secondly because American taxpayers afe to 
be called upon to make substantial contributions to European 
recovery. 


* * * 


France’s Sterling 


Having virtually exHausted its dollar and gold reserves, 
France has recently been dipping considerably and rapidly into 
its current sterling balances. These balances must not be confused 
with capital accumulation deriving mainly from the vesting of 
sterling securities previously held by French nationals and their 
sale to the British Government. In long and sometimes acri- 
monious negotiations last year, France was claiming, but without 
success, the right of availability and convertibility for this sterling. 
These balances, which at one time amountéd to close on 
£100 million, are still largely intact and available for future use. 
But current sterling balances have recently been reported from 
Paris to be on the point of complete exhaustion. Dollar scarcity 
has undoubtedly caused a considerable diversion of French 
imports from dollar to sterling countries, and the programme 
of external trade for the first half of the current year suggests 
that French payments on current account to sterling countries 
will in this period amount to £80 million compared with counter- 
vailing receipts of £30 million. 

It is in the light of these figures that one should view the 
reported decision of the British Government to re-admit France 
to the list of countries which British tourists will be allowed. to 
visit this year. The whole question of trade between the franc 
and. sterling monetary areas is about to be reconsidered. by the 
Anglo-French Economic Committee, and it is hoped that as.a 
result of these discussions a closer approach to bilateral equi- 
librium can be re-established in current payments. between the 
two areas, This process should be encouraged by. the recent 
devaluation of the franc, which has.as yet had little time. to. affect 
the flow of French exports. 

On the other hand French costs and prices appear to be 
catching up fairly rapidly with the new devalued rate of the franc. 
Among the factors which are likely to stimulate further inflation 
of the currency in France is the imminent and substantial repatri- 
ation of French assets until now concealed in the United States. 
These, as is explained in the preceding note, are about to be 
divulged to. the French authorities by the US. Government, or, 
where they are held by third parties, will be brought into the 
open by the threat of sequestration. These assets held by Freach 
nationals have been estimated at about $400 million. They are to 
be taken over at the new devalued rates by the French Govern- 
ment; the proceeds of this large vesting operation are almost 
bound to have a considerable inflationary impact upon the French 
monetary situation. 

. * * 


Less Money at Last ? 


The clearing banks’ return for February will certainly find 
its place in banking history. It reveals both the biggest rise in 
bank advances and—with one special exception—the biggest fall 
in deposits that the bamks have ever experienced in a_ single 
month. Net deposits dropped in January by £100 million, Now 
they have fallen by a further {£121 million, a movement only 
surpassed six years ago when the tax-gathering season coincided 


Commercial History and Review 
of 1947 


This weeck’s issue of the Records and Statistics Supplement 
to The Economist includes the second part of the Com- 
mercial History and Review for 1947—the 85th of the series 
which began in 1863. 

Part Il provides a detailed survey. of. British industrial 


development last year, with special articles on manpower, 
coal and steel, textiles, shipping, and the motor industry. 
Another section is devoted to articles on primary raw 
materials and food production. 

Part III of the Commercial History, containing overseas 
economic reports, will be published:on April 3rd. 

The Records and Statistics supplement is obtainable by 
subscription only, at 30s, per um 3. a ined sub- 
scription to The Economist and Records and Statistics costs 
£4 per. annum. 


“ 





aaa 








Wea RO hy a incre mele ig peas Mee I ae no 


' 
; 
3 
is 
i 
e 


390 


with the sudden draining away of accruing tax monies into the 
newly-issued and very attractive Tax Reserve Certificates. This 
very rapid net cancellation of bank credit has occurred, more- 
over, in a month in which there have been unprecedented demands 
upon the banks for new lending to the public. Bank adyances 
have risen by no less than £51 million—a far larger movement 
than in any previous month—and now stand at £1,273 million, 
almost £270 million above their level at the corresponding date 
last year. ‘ : 

Those who are now busily propagating the view that the size 
of the prospective Budget surplus offers large scope for tax reliets 
will no doubt seize upon these facts and present them as evidence 
that inflation is, mysteriously, generating its own correctives. 
But before any hats are thrown into the air, it would be well to 
reflect that Mr Dalton, casting around twelve months ago for 4 
means of defending his cheap money policy, pounced upon pre- 
cisely analogous evidence. In February, 1947, as he was quick 
to point out, net bank deposits dropped by £90 million. But 
they rose by fully £330 million in the ensuing ten months. Un- 
less the Government rashly dissipates its prospective surplus, they 
ace perhaps unlikely to follow a parallel course this year ; but it 
must always be remembered that these February returns reflect 
the biggest tax-gathering weeks in the calendar, and the collections 
this year have broken all records. In the four weeks to Feb- 
ruary 21st (roughly the period covered by the banks’ return) 
there was an ordinary surplus of more than £240 million— 
although by the last week of this period the succession of weekly 
surpluses had already given place to a small deficit. Moreover, 
the Treasury’s sterling receipts from sales of dollars (obtained by 
drafts on the credits and sales of gold) far exceeded its “ below- 
line” outgoings. If it were not evident that the Treasury has 
had to make certain “invisible” outlays (for example, for pur- 
chases of 3 per cent Conversion Loan in advance of maturity), 
an even larger fall in bank deposits might have been expected 
than has in fact occurred. This is indeed well demonstrated by 
a new index which has just been compiled by Lloyds Bank with 
the object of showing, by eliminating seasonal fluctuations, the 
underlying trend of bank deposits ; figures have been calculated, 
on a 1938 base, for each month since 1936. Significantly, the 
index for last month shows a fractional rise. 

It will be surprising if February’s movement in published 
deposits is not sharply reversed by the March return. To 
enable Argentina to finance the rail pay-out, the British Treasury 
is having to raise the money from the banking system, partly to 
repay loans previously received from Argentina (by way of invest- 
ment of its accumulated sterling) and partly to provide for the 
advance payments under the Ministry of Focd contracts. This 
week, too, some {100 million has had to be found to redeem 
the publicly-held residue of the Conversion Loan. Both these 
operations will increase the volume of money in the hands of 
the public, and although the bulk is likely to be reinvested by 
the immediate recipients, it certainly cannot be taken for granted 
that most of it will be quickly withdrawn from circulation—by 
repayments of bank advances or purchases of securities frorn the 
banks or the “ departments.” 

On a somewhat longer view, the greater the success of the 
drive to achieve equilibrium in the balance of payments, the 
greater will be the pressure on the domestic banking system. If 
in 1948 the total deficit were to be reduced to, say, £250 million, 
the Government would need fully £400 million more domestic 
finance than it required in 1947—unless there are countervailing 
savings in its net domestic outlays. That is simply another way 
of saying that the coming..Budget ought. to..provide for the 
mopping-up not only of the inflationary pressure which already 
exists, but for the additional pressure which will arise from any 
narrowing of the external gap. 


2 * * 


Control of Bank Advances 


_ _It is only rarely that any light is shed officially or authorita- 
tively upon the relationships between the monetary authorities 
and the joint stock banks. As even tiny straws may show the 
directicn. of the wind, a reference in the latest. Midland. Bank 
Review to the method of controlling bank advances ought not to 
be allowed to pass without comment. In the matter of domestic 
monetary policy, in contrast with exchange control, the influence 
of the authorities upen the banking system and money market 
has long been exerted in @ most informal manner, relying upon 
moral suasion exercised verbally and personally rather than 
officially, and depending hardly at all upon any legal or other sanc- 
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tions which the authorities might be able to bring #0 bear, * 
characteristically British tradition has not been altered by | 
powers conferred upon the Bank of England at the time of its 
nationalisation, but in one respect the wartime system of contro} 
has involved a slightly greater measure of formalisation. At the 
outbreak of war, and again in 1945 and late in 1947, the Chap. 
cellor’s public request to the banks to ensure that their policy jg 
making advances was in accordance with the spirit of the guidance 
given officially to the Capital Issues Committee, was privately put 
into more formal shape. On each occasion letters from the Chan. 
cellor to the Governor of the Bank of England inspired letters of 
guidance from the latter to the chairman of the British Bankerg’ 
Association. 

The Midland Bank now reveals the substance of those behind- 
the-scenes requests and shows (as, indeed, close observers were 
already aware) that the latest one, both in scope and precision, 
goes rather beyond any of its predecessors : — 

As in 1945, so in 1947, there was a specific request to avoid 
providing bank advances for customers’ speculative operations, and 
to these were added injunctions against enlarged: financial facilities 
for dealing in property or increasing hire-purchase credit, more 
especially for consumers’ goods. 

The Midland Bank Review, unlike many other bank reviews, still 
consists entirely of anonymous articles which may therefore be 
presumed to reflect the views of the bank. Given ‘the tradition 
in such matters, the fact that this particular issue has been raised 
confirms the impression that it is one which lately has caused a 
certain concern to some at least of the banks. As soon as informal 
methods of control proceed from general to specific requests they 
are bound to cause difficulties in practice. Since there is, neces- 
sarily, no codified body of detailed principle by which any par- 
ticular transaction may be judged, different banks are bound to 
have different views about which transactions are permissible and 
which not. Naturally, the authorities themselves are always ready 
to give guidance whenever their advice is sought. But even the 
smoothest co-operation between the banks and the authorities may 
not ensure uniformity or prevent any unfairness in the opera- 
tion of the system as between bank and bank. For example, 
a bank might submit a borderline case to the authorities and be 
advised that the customer’s project was not within the spirit of 
the regulations. But the customer might then take his business 
elsewhere and find that another bank, interpreting slightly 
differently the official “ request,” would be prepared to sanction 
the advance without feeling any need to seek official confirmation 
of its own interpretation. 

Plainly, there is no ready solution for such difficulties as these, 
for any attempt to work a highly organised system with detailed 
rules would certainly create many more problems than it solved, 
and would undoubtedly be a source of intolerable friction in 
day-to-day working. But the fact that these problems exist makes 
it the more desirable that the relevant facts should be available 
for public discussion. It is time that the actual text of the 
“ request” was made public. 


* * * 


Uruguayan Rail Purchase 


This week has brought disillusionment to speculators in 
the stocks of South American railway companies whose probable 
purchase has been regarded as a corollary to the recent payments 
of the Argentine rail purchase money. As the accompanying 
table of recent price changes in these stocks shows, hopes of 
capital gains based on optimistic estimates of possible take- 
over prices have run high during the past few weeks. The first 
cold douche for stockholders has come from Montevideo, Mind- 
ful perhaps of the not unsatisfactory terms for the acquisition 
of Montevideo Tramways some months ago, the market had 
been talking freely of a global sum of between £8 and £10 million 
as the likely price to be agreed by Uruguay in payment for 
the six railway companies whose purchase has been under 
negotiation for some months. 

The actual amount has been announced this week» as only 
£7,150,000. Of that sum, Central Uruguay will receive 
£5,591,000, Midland Uruguay £802,000, North © Western 
£318,000, Uruguay Northern £259,000, Midland Uruguay Ex- 
tension £130,000 and Quarahim £50,000. No division of these 
totals among the various classes of stockholders has so far been 
arranged, but assuming that debenture and preference stockholders 
receive the lion’s share according to their precedence, little will 
remain for the junior stocks. Yet as the total’ issued capital of 
the companies is nearly double the agreed take-over sum, the 
expectation that they would receive more than these amounts 
may have seemed reasonably founded. But the facts of the 
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British bargaining ‘position’ decreed otherwise. ‘The agreement 
was signed in Montevideo’ this week, and ‘operation of ‘the 
companies’ properties by the Uruguayan Government will take 
effect retrospectively from July 1, 1947. ~ 

The lessons of this market flutter have been quickly perceived 
by the bulls of other South American utilities and railway ‘stocks. 
Here, as might have been expected, the main reaction has been 
in Brazilian railway stocks, in which much ‘activity has lately 
been witnessed. The departure of the members of the board 
of Leopoldina for Brazil has been followed with interest since the 
Uruguayan purchase price was announced. Although the set- 
back in these and companion issues has not been as sharp, the 
whole market has been put on edge pending the receipt of pro- 
gress reports from Rio de Janeiro, where, it is understood, 
negotiations between company officials and the Brazilian Govern- 
ment have been opened. But the mood of Brazil, as of other 
Central and South American Republics, appears to be none too 





SouTtH AMERICAN RAIL AND TRAMWAYS STOCKS 











1947 
Stock tc Mar. 3, | Feb. 3, | Feb. 27,} Mar. 2, | Mar. 3, 
| 1947 1948 1948 1948 | 1948 
High | Low | 
Central Uruguay :— 
§% 2nd Deb. ....... 76 37 134 63 804 79 81 
Cetin, > -ccsnaidtads ot 323 8 22 27 18 15 
N. W'trn. of Urnguay:— 
6% Ist Pref......... 46 8} 4h 35} 51 3 32} 
Leopoldina :— 
5} m. Pref...... 71 10 363 | 38 544 534 494 
Gee. ° 5 Shoes 26} 24) nu 14 184 17 15} 
Ceara Tramways :-— 
5}% Ist Deb........| a | 2 | 38 45 65 70 70 
Gt. Western of Brazil: | 
Ord, . «cris anneal | 106/3 17/-, |  60/- 65/- | 65/- 15/~ 15/- 








conciliatory at the moment. An order has gone out this week 
from the Federal Government cancelling the concession granted 
in 1911 for 76 years to the Ceara Tramways, Light and Power 
Company and ordering the transfer of the “assets of the con- 
cession” to the municipality of Fortaleza. Compensation is to 
be assessed by the Federal Department of Agriculture and the 
municipality ; no provision appears to have been made for hear- 
ing representations from the company, nor has the likely amount 
of compensation or the time of payment been mentioned ; pre- 
sumably these are to be arranged in: Brazil’s own good time, but 
it is a matter which should be taken up without delay by the 
present British Government mission in Brazil. The protracted 
process of ratification of the San Paulo sterling payment, not 
yet agreed by the Congress of Brazil, is another reminder—if 
that were needed after the year’s delay in completing the 
Argentine rail scheme—that over-optimistic speculators in the 
South American rail and utility stocks can no lenger be regarded 
with much sympathy. 


* x * 


The Paris Free Market 


The free exchange and gold market in Paris has now been 
functioning for over a month and has shown no signs of those 
pyrotechnic displays that had been widely expected of it. The 
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dollar, which was first quoted at.about 307 francs; has gradually 
depreciated to about 305 francs, where the marker has been 
reasonably stable for a few days.’ The turnover is reputed’ to be 
small, the largest daily figure being around $1,000,000; There is 
strong evidence that the market is controlled and that some of 
the buying is on account of the Exchange Stabilisation Fund, 
whose orders are handled by the ordinary commercial banks. As 
yet there has been very little evidence of genuine commercial 
buying of dollars and escudos. This is not because of any lack of 
potential buyers but because no licences are being issued for the 
inessential imports eligible for exchange acquired in the free 
market. Most of the selling comes from tourists and. American 
concerns which have remittances to make to France. There has 
been very little evidence yet that French exporters are selling the 
proceeds of their shipments in the free market. 

As contrasted with the slight depreciation of the free dollar 
and escudo, the price of gold coins has been rising steadily since 
the free market began to operate. From a price of 8,300 francs 
the ten-dollar coin has risen to 10,500 francs. The rise in the 
price of gold coins has been particularly marked this week, for 
the events in Czechoslovakia have encouraged hoarding. It 
will be seen from these prices that the gold dollar is at a high 
premium over the paper dollar. At the current free market price 
of 305 francs for the paper dollar, the pre-ro33 dollar would 
have a value of 516 francs. Yet the gold dollar is priced at 1,050 
francs, showing a premium of over roo per cent. It is not only 
sterling that has unflattering aspersions cast on it by the 
differential rates quoted in the Paris market. 

The French Government have been compelled to make further 
concessions on the withdrawal of 5,000-franc notes. Immediate 
reimbursement was made on the first two 5,000-franc notes handed 
in’ by any one holder. Last week the Government decided 
that all holders who deposited notes amounting to less than 
70,000 francs would be reimbursed by March 1, provided all 
taxes due by them had been paid. The Government:is also ex- 
pected to announce the conditions under which the rest of the 
§,000-franc notes will be reimbursed. It is already committed, 
however, to make full eventual repayment of these notes— 
provided, of course, the holders can show a legal title to them 
and that they are free from the suspicion of tax evasion. In 
other words, the possibility that this operation might be made the 
basis of a substantial contraction of the currency appears to have 
weakened considerably in the last few days. 


* * * 


Expanding Trade under Bilateralism 


In the debate last Tuesday the Secretary for Overseas Trade 
sought to prove that the Government was attempting “ to make 
the best of both worlds ”—to secure the advantages of multilateral 
trade by means of bilateral negotiations. It is wrong to argue, 
as Mr Bottomley sought to prove, that bilateral negotiations neces- 
sarily expand the volume of trade. They can do so in the initial 
stages, as indeed is apparent from the new agreerhents, but expan- 
sion under bilateralism is by its very nature restricted in the long 
run. But months of arduous work embodied in these negotiations 
are in fact at last bearing fruit, and the new trade pacts with 
Finland, the Netherlands and Poland, following on the Argentine 
and Danish agreements, go some way to substantiate the Govern- 
ment’s claim. In each case an expanding volume of trade’ has 
been assured and Britain has been able to secure supplies of food- 
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stuffs and raw materials in return for coal, steel, chemicals and 
manufactures. Coal is now playing a vital part in all these nego- 
tiations, and if production continues to lag behind schedule— 
which it has been doing since the beginning of the year—the 
shortage will have to be carried by the home rather than the 
export market, particularly since the quantities of steel which can 
be offered to other countries are much lower than their require- 
ments. 

No official text of the Argentine agreement is yet available, 
although the protocol was signed some 14 days ago and the defini- 
tive text was despatched by airmail. After the Government’s 
statements about prices in the debate on Monday of last week, the 
text is awaited with some eagerness. The official communiqué 
on the Danish pact is unique because contract prices were pub- 
lished. The details prove to be substantially similar to those 
published ten days ago in Copenhagen to which reference. was 
made on page 340 of last week’s issue. Denmark has agreed to 
send to the United Kingdom not less than 625 per cent of its 
exportable surplus of butter, with a guaranteed minimum quantity 
of 40,000 tons ; this differs slightly from last week’s information. 
The bacon clause stands, but in addition Britain has undertaken 
to buy not less than 90 per cent of the exportable surplus between 
October, 1948, and September, 1949, at a price not less than 22§s. 
a cwt. Britain is also to purchase small quantities of cheese, 
condensed milk, meat and fish. 

Under the Finnish trade agreement, the United Kingdom is to 
import 190,000 tons of chemical wood pulp, 30,000-40,000 tons 
of mechanical wood pulp and 150,000 cubic fathoms of pitprops, 
in addition to sawn softwood, plywood and other timber products. 
The quantities of wood pulp are similar to British imports from 
Finland in 1947, but this year’s quantity of pitprops is some 
100,000 cubic fathoms less than last year’s imports from Finland. 
Prices have not yet been agreed, but they are understood to be 
at “the existing world level.” Britain will send Finland 500,000 
tons .of coal and coke and 40,000 tons of steel in addition to 
machinery and electrical equipment. Finland has also agreed 
to resume the issue of import licences for British goods. It is 
confidently expected on both sides that trade between the two 
countries will develop on a wider plane than hitherto since the 
war, and in the next nine months might total £30 million, 
or the equivalent of the whole volume of trade in 1947. But the 


. achievement of such results rests largely on political factors. 
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As a result of the Anglo-Dutch agreement, announced on 
Monday, trade turnover between the two countries is expected 
to reach £72 million this year compared with {59 million in 1947. 
Britam will import condensed and powdered milk, eggs, bacon, 
fresh fruit and vegetables (including potatoes and onions) and 
small quantities of other foods such as canned meat and pulses. 
The value of these items this year will be £24 million out of the 
total import of £33} million. In addition, Britain has agreed to 
purchase flax and strawboard. The Netherlands, on the other 
hand, will get 300,000 tons of coal, over 30,600 tons of steel, other 
essential raw materials, such as cotton yarn and chemicals, and 
motor-cars. Total British exports to the Netherlands will amount 
to £384 million. The Dutch Government has also agreed to relax 
import restriction on a wide range of British goods. Both 
countries are also to make reciprocal arrangements for the re- 
sumption of tourist travel. 

The Polish agreement is an elaboration of the wade pact signed 
last June, under which it was intended that Polish exports-to this 
country should amount to {6,500,000 in 1948. The new pro- 
gramme has been expanded to a total of £11 million, of which 
£7,000,000 will comprise bacon, eggs and other essential food- 
stuffs. I: is further hoped that supplies of timber will also be 
made available... Negotiations for long-term food contracts will 
take place later in the year. Britain has undertaken to facilitate 
the purchase of wool, rubber and other raw materials up to a 
value of £10 million during the current year, and both countries 
have agreed to-exchange miscellaneous. manufactures’ amounting 
to £2,000,000. 

* . * 


Restrictions on Oil Bunkering ? 


The effect on shipping costs of the rising price of oil is 
already considerable. Hardly less serious is the danger to the 
smooth operation of shipping which has arisen in the past few 
weeks through the growing shortage of oil at bunkering stations. 
More than two-thirds of the merchant tonnage iachatte Britain 
in 1947 was fitted for burning oil fuel. . In 1947 oil bunkering costs 
advanced by between 208:and 26s, over the year. A further i 
crease..in February has already added another 20s,-23s,, making’ 
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an increase of about 50 per cent in 12 months, These price in. 
creases will add to the cost of food and raw materials j 
this country, and they have coincided with a severe shy -of 
oil for bunkering in British ports and throughout Europe. 
No end to this general shortage can be seen at present. The 
suggestions to alleviate the scarcity of oil bunkers in British ports, 
made by a working party which reported to the Minister of 
Transport last month, fall under two heads. To supplement the 
tanker shortage, oil might be carried in the double bottoms. of 
dry cargo ships instead of the usual water ballast. To avoid un. 
necessary carriage it was recommended that ships expecting to 
call at, or even to pass near, ports where oil was plentiful should 
take on as little as possible from home depots. 
One aspect of the matter is that the extra oil required to supply 
British depots is very costly in dollars ; Britain is still hiring ag 
expensive tanker fleet—more than a million tons—from. the 
USA. If oil which costs dollars is resold for dollars the sellers 
make a dollar profit. When it is resold to sterling ships the 
dollar expenditure (unless it includes the cost of a needless double 
carriage of the oil) is inevitable, for the ships must in any case 
be refuelled somewhere at the cost of dollars. If, however, 
oil bunkers are resold against soft currency, Britain is subsidising 
another country’s need for dollars out of her own disappearing 
store. Problems of this kind, which are reflected throughout the ° 
British oil trade, must be under consideration by the Ministry of 
Transport: It is not yet known what restrictions on oil bunkering 
are likely to be imposed, but a decision cannot be delayed long, 


* * * 


Timber Supplies 


The British timber position looks much more encouraging 
than it did a year ago. Much heavier quantities have been im- 
ported during the past twelve months and stocks are the largest 
since 1940—a fact which has occasioned much adverse comment 
in the building industry. Yet consumption in 1948 is unlikely to 
be any higher than in 1947 and for certain uses it may even be 
reduced. The supply of softwood from overseas has been par- 
ticularly tight owing to the lack of felling and transport equip- 
ment, and in many cases timber had to be used as a fuel in place 
of coal. Some recovery in European timber output, however, has 
taken place, but expansion is slow despite the sharp rise in prices, 

In 1947 the Timber Control signed a contract with Canada to 
take nearly 40 per cent of the total softwood production of British 
Columbia and increased quantities from the Eastern States. 
These supplies were to be spread over a period of sixteen months 
and the agreed prices were generally below the existing world 
level.’ Contracts were also placed with the United States and 
European countries. In August, Britain’s critical dollar position 
made‘ a revision of the timber import programme imperative. 
Existing contracts were allowed to stand, but new buying was 
virtually suspended. Nevertheless, imports of softwood in 1947 
totalled 1.3 million standards, or nearly double the quantity of 
the previous year. But the chief sources of supply were Canada, 
Germany, Finland, the United States and Sweden—all of which 
are now hard currency countries, in fact or effect, except for 
Finland. 

Future timber supplies will be governed by the availability of 
foreign exchange. Imports from Sweden and Finland may be © 
maintained by virtue of the recent bilateral negotiations, but 
supplies from dollar sources can only continue if Britain can get 
more dollars. Now that any trade deficit with Germany has to 
be met in American currency, Britain wit! have to balance imports 
of timber, steel scrap and other goods against exports to 
Germany. With Canada and the United States the maintenance 
of timber imports, even.on the same scale as in 1947, is also 
directly dependent—in the absence of Marshall Aid—on_ the 
amount of British expofts which can be sold in these markets. 
The supply prospects for 1948 are, therefore, not very optimistic. 

Softwood stocks in the United Kingdom at the .end of 
December amounted to 615,000 standards, consisting almost 
entirely of imported timber. This yery high level compares with 
214,000 standards at the end of 1946 and 698,000 standards at the 
end of 1940. The present stock represents 7} months"»supply on 
the basis of last year’s consumpjion—982,090 standards, or 10 per 
cent jess than in 1946, Since future supplies are so problemat 
it would be an imprudent policy to allow consumption to expand 
until a new supply of dollars is assured, i al 
__ A. similar tightness. exists in hardwood. supplies. Imports 
during the past eat expanded to 28.7 million cubic feet compared 
with 12.7 million cubic feet in 1946, bur consumption declined 
from 5.1 million cubic feet in 1946 to 47 million cubic feet. End- 


of-year stocks, however, were the highest recorded, amounting to 





“cubic. feet against-20:1-million-cubic feet in 1940, 
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MORE FOOD 
AT HOME... 


MORE GOODS 
FOR EXPORT .. 


With these urgent needs in mind the 
District Bank assists the national effort 
to increase agricultural and industrial 







production and provides ..... 


more finance 
for both 


District 


BANK . LIMITED 








WIRD Ws! 
Wels EAST 


THE CHARTERED BANK OF INDIA, AUSTRALIA 
AND CHINA provides a complete banking service, 
backed by nearly a century’s first-hand experience 
of Asiatic economic conditions, for every financial 
operation connected with TRADE, INVESTMENT AND 
TRAVEL IN THE EAST. The Bank’s branch system, 
under British management directed from London, serves 
INDIA. +. PAKISTAN * CEYLON * BURMA 
SINGAPORE AND MALAYAN UNION _ 
BRITISH NORTH BORNEO AND SARAWAK 
INDONESIA + FRENCH INDO-CHINA * SIAM 
. THE PHILIPPINE REPUBLIC 
HONGKONG - CHINA « JAPAN 


Merchants and Manufacturers planning to establish, 
renew or extend business relations with the East 
are invited to consult the Managers in London 
or Manchester. 


Head Office : 38, BISHOPSGATE, LONDON. E.C.2 


Manchester Branch + + 6&2, Mosley Street, Manchester, 2 
West End (London) Branch- 28, Charles 0 Street, LONDON, S.W.1 


New York Agency - + * = 65, Broadway, New York 
Associated Banking Institution in India-The Allahabad Bank Ltd. 
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150 acres of this rough ground had to 
be graded absolutely flat before a single 
brick could be laid for the Dundee 
industrial development scheme. 















up 12 cu. yds. at a single bite! 







The Dundee Industrial Scheme,spon- 
sored by the B.o.T. and built almost 
entirely by Sir Robert McAlpine and 
Sons Ltd., puts 6,000 people to work 
in new and essential industries. In 
this project ‘‘Caterpillar’’ Earth- 
moving equipment — supplied and 
serviced by the Olding organization 
—has made immense savings in cost, 
timeand manpower. Onemorecaseof 
“Caterpillar” making a powerful 
contribution to Britain’s recovery. 






With 250,000 tons of earth moved 
ten times quicker by “ Caterpillar”, 


the first factory is already completed 
and in full production. 








“ Caterpillar” moves the Earth — to help rebuild Britain 


Sack Olding’™ "= 


JACK OLDING & CO.LTD.,HATFIELD, HERTS.’ PHONE: HATFIELD 2333 





Shipping Goods ? 


Exchange regulations and import restric+ 
tions in the various countries present many 
difficulties to Exporters. Our long experience 
of international trade and intimate know- 
ledge of local regulations enable us to give 
expert .and timely guidance to Merchants 
who consult us on their problems. 


GLYN, MILLS & CO. 


HEAD OFFICE: 
67 LOMBARD STREET ~ LONDON * E.C.3 & 


i Banks: Royal Bank Scotland 
wa iams. Deacon's Dank tiated 
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Fresh fields for endeavour 


Because of their great importance in the economic life 

of the world, the Dominions of Australia and New Zealand 
afford many opportunities for commercial development 

and expansion. The British industrialist who contemplates 
establishing a branch or a business ‘ down under’ will find 
ready help at The Bank of Australasia, where an 
extensive fund of up-to-date commercial information and 
complete banking facilities are at his disposal. Please address 
enquiries to the Overseas Department, 


THE BANK OF AUSTRALASIA 


(Incorporated by Reyal Charter 1835) 


Head Office: 4, THREADNEEDLE STREET, LONDON, E.C.2. 
(Manager :.G. C. Cowan) 


BANK MELLI IRAN 


(NATIONAL BANK OF IRAN) 
Incorporated by Law in 1927 
Holder of Exclusive Right of Note Issue 
CAPITAL FULLY PAID ........,........00... Rials 300,000,009 
RESERVES (Banking Department) Rials 760,000,000 
RESERVE (issue Department) Rials 1,000,000,009 


Governor and Chairman of the Executive Board : 
Abo! Hassan Ebteha). 


HEAD OFFICE: TEHRAN, IRAN (PERSIA) 


Over 150 Branches and Agencies, throughout Iran 
Correspondents im important Céntres all over the world. 

LONDON CORRESPONDENTS .: 

Bank of England. 

Midland Bank Limited. 

Lloyds Bank Limited. 

National Provincial Bank Ltd. 

Barclays Bank (Dominion, Colonial & Overseas). 

Martins Bank Limited 

The Chase National Bank of the City. of New York. 


NEW YORK CORRESPONDENTS : 
Federal Reserve Bank of New York. 
Irving Trust Company. 
The Chase National Bank of the City of New York. 
National City Bank of New York. 
Bankers Trust Company. 
Chemical Bank & Trust Company. 
Bank of the. Manhattan Company. 
Guaranty Trust Company of New York. 
Brown Brothers Harriman & Co. New York. 


The Bank, through its Banking Department, offers 
compiete banking service for Foreign Exchange transactions, 
provides specia} facilities for Documentary Credits, etc., 
and with its numerous Branches in Iran deals with every 
description of banking business, 


Administers National Savings. — 
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UNITED COMMERCIAL 
BANK. LIMITED 


(Incorporated in India. Liability of Members is limited) 
Head Office : 


2 ROYAL EXCHANGE PLACE, 
CALCUTTA 
G. D. BIRLA, Esq., Chairman. 
© 

AUTHORISED CAPITAL . Rs. 80,000,000 
SUBSCRIBED CAPITAL . Rs. 40,000,000 
PAID-UP CAPITAL: Rs. 20,000,000 
RESERVE FUND: . . . Rs. 3,000,000 


With over 60 Branches at the leading centres of Industry 
and Commerce in India and Burma,.The United 
Commercial Bank .is well equipped to serve Banks, 
Commercial Institutions and individuals carrying on 
business with India or intending to open connections 
with that country. 


B. T. THAKUR, General Manager. 





BANQUE 
ZILKHA 


ad bales 


CAIRO — ALEXANDRIA 
Eg ypt 


* 

Half a century of active service, 
experience and expansion. Compre- 
hensive banking service. Import/ 
Export. financing. Expert advice on 
Near East trade and finance problems. 


* 


Associated Banks : 
BANQUE ZILKHA, S.A. By 
BEYROUTH (Lebanon) DAMASCUS | (Syria) 
i A. ZILKMA, “Maison de ae \ 
i SAPNA Rae ‘ r Al joo 


Com. Reg. Oairo 
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the earliest year for which statistics are available. With hard- 
wood, however, a large part of consumption is covered by domestic 
production—65 per cent in 1947—and imports are not derived 
so largely from hard currency sources. Some expansion in con- 
sumpuon during 1948 is therefore possible. 

* * * 


Why Improve upon Bagehot ? 


The desirability of standardising the “lives” of Treasury 
bills and deposit receipts, to make them run always for even 
periods of weeks, has now been urged in a question to the Chan- 
cellor, with a further proposal that, in the first quarter of each 
financial year TDR’s should be dated for 273 days instead of for 
six months. But the Chancellor would have no truck with such 
new-fangled devices, which is a pity. All three would involve 
only minor changes which could not cause inconvenience to the 
authorities but would be of considerable convenience to the money 
market and the banks—and, one might have thought, equally to 
the Bank of England, provided that the 273-day device for TDR’s 
was not imposed too rigidly. Sir Stafford, in q blunt refusal, 
declared that present arrangements have worked satisfactorily 
“for a large number of years.” 

Evidently, this was not an allusion to the TDR, which is a mere 
war baby, though a lusty one. But the Treasury bill has done 
excellent service in the whole 70 years since Bagehot conceived 
it, and in the period since the eclipse of the commercial bill it has 
certainly been as great a boon to the banking system as it has been 
al] along to the authorities. Bagehot’s object was to show the 
Treasury how to borrow as efficiently and as cheaply as men of 
business did on ordinary bills of exchange ; he therefore conceived 
the Treasury bill in the image of a commercial bill—with a life 
in calendar months, But for. thirty years, as the volume of 
Treasury bills has swollen to proportions never contemplated in 
Bagehot’s day, the market and the banks have been conscious of 
a growing technical defect which was inconsequential when the 
bills were few. Because of the oddities of the calendar, as has 
often been pointed out here. bills dated for calendar months fre- 
quently do not fall due, three months hence, on the same day of 
the week as that on which they were taken up. A Monday bill 
often falls due on a Sunday and is paid on the previous day, with 
the result that on many Mondays there are no bill maturities at 
all. Art other times, the anomalous gaps in maturities are still 
more marked. Comparable oddities arise from the calendar- 
month basis for TDRs. Many of these gaps could be avoided by 
issuing bills for 91.days and TDRs for 282 days. The project 
for a 273-day TDR in April-June is designed to ensure that a 
substantial part of the repayment of floating debt out of the 
Treasury’s revenue surpluses im JanuarysMarch is made by re- 
demption of TDRs, thereby minimising the seasonal reduction in 
the supply of bills. 

Ii is a pity that the authorities should have so hastily slammed 
the door against these costless improvements in technique. They 
at least merited a little reflection. The attitude seems to be that, so 


and mopping: up the surpluses which the vagaries of floating debt 
maturities create, why make any chahge ? ’ But why, in that case, 
did the authorities trouble to sponsor the movement: to end bank 
window-dressing, which has removed one-major source:of neediess 
distortion-—but only at the cost of accentuating the effects of 
floating debt anomalies ? If ever monetary discipline is again 
employed as an instrument of policy, these blemishes will be 
of much more than technical significance, Until then, the rally- 
ing cry of the responsible officials will presumably be, “’Gad, Siz: 
Bagehot was right ! ” 
* « . 


The Banks’ Coin Holdings 


Unfortunately, the annual figures of holdings of coin by the 
banks become available only after a long time-lag, but the latest 
statistics, though dated as long ago as June 30, 1947, throw further 
light upon the acute shortage of silver coin which has developed 
in recent months. At mid-1947 the total of British silver coinage 
—including, of course, cupro-nickel—held by 32 banks in the 
United Kingdom and Eire, including the’ Bank of England, was 
no less than £24.2 million. This is easily, the highest figure on 
record, and, as the accompanying table shows, was £6,250,000 
above the comparable total for 1946. Comparisons from year 
to year are, however, to some extent distorted by the fact that 
each annual return generally falls on a different day of the week 
from its predecessor, and movement of coin to and from the banks 
are subject to a pronounced weekly cycle. Owing to weekly wage 


Banks’ Horiprne or Cow 


Year Day of Week 


; . ‘ - 5 i soe j 
| Gold Coin -}<) Silwex: Going, | Mickek Brass.) pronze Coin 






Threepence 
| £ at £ f 

1939 |Friday. «..<+s<<+ 45,283,569 17,403,503 {| . 224,461 2,847,271 
1980 aturtay. oo 10255889 | 27183538 | 244.486 2.656.536 
1941 |Monday.......... 256,404 | 20,197,775. | | 285,808 | 2,247,879 
1942 [Tuesday ....2..4. |. 903,144. | 19,899,236 | 638,337 |. 2,206,824 
1943 [Wednesday . | 911340 | 20,759,440 833,772 | 1,920,113 
1944 |Friday ... 922,217 | | 18,059,395 1,025,157 | 1,662,643 
1945 |Saturcay.. 536,727 | 35,868,470 1,127,805 | 1,704,755 
1946 |Saturday.. eS 651,541, | 17,890,736 | 1,206,675 | 1,892,605 
1947 |Monday.......... | 24,173,483 { 1,228,952 | 


1,250,452 2,120,533 
} 


payments, the banks’ holdings on Friday are always low and on 
Saturday are lower still, but by Monday they are beginning to 
rise as Wages are spent and shopkeepers pay their weekend. takings 
into the banks. Part of the increase shown by the 1947’ return 
is therefore due to the fact that it related to a Monday instead 
of. to a Saturday, as in 1946; Even so, the total was £4,000,0c0 
above that shown when the return was last made up*on a Monday 
jin 1947; when the holding was £20.2- million: 

These .additional holdings in the banks resulted, not from any 
reduction in, public demand, but simply from the arrangements 
for replacing silver coins by the new. cupro-nickel coinage... The 


SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement, 
reports appear in the Supplement : Borax Consolidated ; Linen Thread ; William Whiteley. 
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Redemption yields on stocks optionally or finally redeemable within the-next five years 


are worked out On the assumption that they will be repaid at the earliest date, Redemption 
yields on other dated stocks assume that stocks paying over 3 per cent will be redeemed 
at the earliest date (these are marked ‘ ¢’), and those paying 3 per cent or less will be repaid 
at the latest date {marked ‘/"). (#) Net yields are calculated after allowing for tax at 
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35/6 | M/-| Wa} 446 N.-Fastn. Elec, Ord. Stk, {1 35/6 | 35/ 3 18 10 
65/44) 49/9" «20 Bb} iM poke J’nsonm Ord. Stky is. 51/~- 6S 6 9 
35% | | #74) ¢ 477 .4¢ (Prudential ‘A’ {1...,....+- Ht wc be? 3b 61 @ 8 Ut 
/3| 49/9} l2he| 12)c jStewarts & Lloyds Def. 41... 50/- | Sl/- | 418 0 
85/7h, 74/43) 45 b) > $2ba | “Shell” T t. Ord. Stik. £3) 16/3 | 5/- 12 0 iF 
| 58 | pe 12} 6''Tube Invst. Ord: Stk. {1.0 “SF | 5B 44a B 
90/7} 73/9 | a| 13> (Turner & Newall Ord. Stk, £1)) © 75/- 75/14 | 319 6 
i) 92/9 | 77/9 | 15 a} 55 6 i Woolworth (FW) Ord. §s.,/ 80/- 77/9 | 410.0 

(ak Interim. (¢) Final. : i¢) Whole year: (@) int. “paid balf-yeariy: “: (4) Te earliest 

'| +vedemption date. {g) Also a capital toons cd + cent free of income tax. eit worked 


on 15 per cent basis. (4) Fifteen months to March 5i, 1947 (yield basis 7-6 per cent.) 
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silver withdrawn was to be melted into bullion for eventual ship- 
ment to the United States in repayment of the silver received 
during the war under Lend-Lease. Smelting difficulties, however, 
delayed these operations, so that in consequence coin began to 
accumulate in the banks. As it hhappened this was a fortunate 
accident, since the “ withdrawn” silver coin was available to 
relieve the stringency which later developed. 

These statistics, indeed, merely make the recent pressure 
appear the more remarkable. The banks’ holdings of silver coin 
now are understood to be around {£12 million—only about one- 
half their mid-1947 level. In addition, since last June the Royal 
Mint has issued about £5,000,000 of new cupro-nickel coin, so 
that in the past eight months the amount of silver coin in the 
hands of the public must have been increased by about £17 million. 
The Mint originally expected to withdraw £4,000,000 of silver 
coin from circulation during the current financial year, but its 
actual withdrawals will probably be only about £1,300,000. Unless 
the public appetite for coin is sharply abated the Mint will 
obviously find great difficulry in making good the errors in its 
programme, rh 7 

* 


Report on China Clay 


A Working Party Report published this week claims that 
china clay 1s at present Britain’s most valuable raw material 
export. The 1947 trade figures put china clay behind coal, raw 
wool and rabbit-skins in annual export value, but the boast may 

well have been justified when the report was written last summer. 
China clay is that rare thing, a raw material of which Britain was 
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the world’s largest producer before the war; in 1937, 830,946 
tons were produced, and two-thirds of the output was nermally 
exported. The United States is the largest foreign consumer ; 
two other hard-currency countries Canada and Sweden come 
next. United States production outstripped British during the 
war; British output recovered to 624,397 tons in 1947, but is 
sul limited by shortage of labour and coal. But why wer= exports 
so low at 248,862 tons, !ess than 40 per cent of production? One 
factor, as the accompanying chart shows, was the unprecedented 
home demand chiefly for paper-making and the production of 
cement and sanitary ware for the housing programme. 





of the minerals constituting granite. The deposits around 
Austell and in south-west Dartmoor are deep and worse 
No properly sited pit, says the report, has ‘yet ‘been bottomed, 
and of the 66 pits not in use, few were abandoned because thei; 
deposits were exhausted, and most because it did not pay to work 
them in the prevailing conditions. All are open pits. An av 
of eight tons of waste has to be disposed of to every ton of 
gained ; it is taken out of the pits in trucks to form the 
barrows of sand which disfigure the moors. As a result the 
cost tends to rise as the pit goes deeper, unless the pit can, 
laterally too, This, together with increasing mechanisation, makes 
the gaining and drying of china clay an industry subject 
marked economies of large scale. One company, English Clays 
Lovering Pochin & Company, Ltd., has come to operate three 
quarters of the capacity and—not less important—to control 62 
of the 66 pits which are out of operation. Vesting of mineral 
rights in the Crown under the Town and Country Development 
Act this year will tend to reinforce this monopoly, for it is un. 
likely with so many pits available for development that any new. 
comer would be permitted to start a new one. The Working 
Party pays lip-service to the principle of free entry but does nor 
seriously tackle the problem of securing it. It recommends that 
a research organisation be set up for the industry as a whole, 
though the company, which has by no means abused its m 
position, already possesses excellent research facilities. Why 
duplicate them? 


bished ie 


* * * 


LMS Ordinary Dividend 


A note in last week’s issue under the heading “ Last Railway 
Dividends ” included a gross inaccuracy about the dividend oa 
LMS ordinary stock, by suggesting that no dividend had been 
paid on the stock since 1936. This error, on the last occasion 
for comment on railway dividends, is particularly regretted, and 
the following table is offered by way of correction: 


LMS Orxprnary Stock DIviIpEND 


Per cent Per cent 
1O3G is iiss -ecis. étvebeeta 1} 1942 24 
a ee oe 13 1943 23 
Ue eee Nil 1944 23 
ee, Se eee 13 1945 4 
SOME ccc tc acercssahvoseners 14 1946 23 
sn) SPER CTE Sy epee a 8 1947 £4 17s. 10.95d. 


Shorter Note 


For the third time this year, the fiduciary limit on the Bank 
of England note issue has been reduced by {50 million. It now 
stands at £1,300 million. The abnormal reflux of currency which 
made these reductions possible—after eight years of uninterrupted 
expansion—now seems to be abating. Last week the active note 
circulation rose seasonally by £4,900,000—only £900,000 less than 
the corresponding increase last year. Despite the cancellation of 
the further {50 million of notes formerly held in reserve, the 
reserve still stands at the comfortable level of £63 million, which 
should amply provide for the seasonal demand for currency 
between now and the summer peak. In the corresponding period 
of 1947 the total demand for notes was £40 million. 





THE “COMING HOME” POLICY 


is specially designed to meet the present urgent need 
for a flexible contract. 
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THE ECONOMIST, March 6, 1943 
COMPANY MEETINGS 
TS 


BIRMINGHAM AND DISTRICT 
INVESTMENT TRUST, 
LIMITED 


DIVIDEND INCREASED TO 
12 PER CENT. 


The sixty-fourth ordinary general meeting 
of this company was held, on the 2nd instant, 
at 88, Kingsway, London, W.C., Mr. H. C. 
Drayton, chairman and managing director, 

siding. 

PThe Sheaves said: Gentlemen, invest- 
ment income and jnterest total £462,000 as 
against £352,000 last year, an increase of 
£110,000, and our traffic receipts are 
£77,000 against £111,000, a decrease of 
{£34,000 on the year, leaving us with a net 
increase of £76,000 subject to income tax 
and expenses. After providing for Deben- 
ture interest, taxation and expenses we have 
a balance available for distribution of 
£275,000. From this falls to be deducted 
the preference dividend and an ordinary 
dividend recommended by the board of 
12 per cent., as against 8} per cent. last year, 
the resulting balance of £173,900 to be added 
to undivided profits account, making that 
account £872,000. ; 

There is one point to which I must draw 
your attention in our revenue, and that is 
that in the year under review we have had 
a windfall of approximately £30,000. It may 
be held that the directors are conservative 
in their distribution of dividend, but I must 
point out to you, as I have so often done in 
the past, that our revenue from traffic receipts 
ceases on December 31, 1949. 

Our general investments stand in the books 
at {3,288,000 and a valuation which the 
directors have caused to be made show they 
are worth £4,769,000, and you may take it 
that our holding in the Birmingham Midland 
Motor Omnibus Company is worth more 
than the figure shown in the balance sheet. 

Last year when I met you I was apprehen- 
sive of the financial outlook and the diffi- 
culty of investing money, . As you are aware, 
the price of investments on the Stock Ex- 
change has fallen considerably but we still 
have a large sum of money uninvested, and 
in addition we are due to receive in the near 


. future a substantial sum from the sale of the 


Argentine Railways. These moneys are 
available for investment and, while I do not 
think we shal! buy at the bottom, at least we 
are in a position to invest when we think the 
outlook is more propitious. 


CONTROLS AND RESTRICTIONS 


It is difficult to see what the current year 
holds for us. For the last eighteen months 
leaders of industry have been warning the 
Government that we had to produce more 
at the right price to be able to keep up our 
standard of living, but until recently their 
advice has not been heeded and they have 
been called Jeremiahs. Now, however, the 
Government themselves have realised the 
position and are telling both employers and 
employees they have to work harder if we 
wish to maintain our present standard of 
living. ‘ 

The favourite plan to achieve this end 
appears to be more controls, directions and 
restrictions, whereas I feel convinced that if 
controls upon the employer were loosened 
and if the employee was allowed to work as 
he wished, this country could produce the 
requisite goods at the right price: There is 
no unwillingness to produce, but a feeling 
of frustration and lack of incentive. How 
the new plans and restrictions wl affect 
our revenue in the current year it 1s im- 
possible to say but I shall be happy if when 
the board meet you next year we are able to 
lay before you such a good result as we have 
today. 

The report and accounts were unanimously 
adopted and the proposed ‘dividend was 
approved. ; 


SUN LIFE ASSURANCE 
SOCIETY 


MR. W. M. PRYOR’S STATEMENT 


The annual general meeting of the Sun 
Life Assurance Society will be held at 63, 
Threadneedle Street, London, E.C.2, on 
Tuesday, the 23rd instant. 

Mr W. M. Pryor, D.S.0., D.L., chair- 
man of the society, has issued a statement 
to shareholders, which in outline is as 
follows : — 


DIRECTORATE 


It is with great regret that I refer to the 
loss which the society has sustained by the 
death of Mr Frank Chaplin on October 27th 
last. He had been a director for over forty 
years, and was deputy-chairman from 
June 4, 1918. His personal qualities en- 
deared him not only to his colleagues on 
the board, but also to the staff, among 
whom he had promoted the greatest good 
feeling. His successor as deputy-chairman 
is Mr C. G, Randolph. I am confident that 
the knowledge and experience which he 
brings to his appointment will be of the 
greatest value to the society. 


FUNDS, INCOME AND OUTGO 


In the life assurance account the fund in- 
creased from £56,405,000 to £58,936,000. In 
this account the premium income, inclusive 
of single premiums of £238,000, was 
£7,398,000. 

The gross interest income of the life 
account was £2,143,000, representing a gross 
rate of interest of £3 15s. 9d. per cent. per 
annum. 

Claims by death at £1,673,000 were prac- 
tically the same as those for the previous 
year. 

Claims by maturity amounted to 
£2,843,000 and were about £135,000 greater 
than they were in 1946. Surrenders were 
£443,000 and were only slightly larger than 
those for the previous year, but bonuses in 
cash at £35,000 showed a marked increase ; 
the increase was, however, very much less 
than that which might have been expected 
after a general distribution of surplus. 

Commission at £420,000 was about 
£89,000 above the 1946 figure, and expenses 
of management were £729,000, as compared 
with £584,000 in the previous year. The 
increase under each of these headings was, of 
course, closely associated with the much 
larger amount of new business which was 
transacted during the year under review. 

The profits tax charged to the account 
represents that proportion of the total figure 
of £56,232 which arises from the taxable 
profits of that particular account. 


ANNUITY AND SINKING FUND ACCOUNTS 


The amount of the arnuity fund at the 
beginning of the year was £2,.373,000. The 
consideration for annuities granted was 
£341,000, and the gross interest income of the 
fund. was £93,000. Annuities paid (less 
income tax) were £73,000, and annuities sur- 
rendered amounted to £20,600. 

In the sinking fund and annuity-certain 
account the fund at the beginning of the 
year was £3,526,000. The premiums for 
sinking fund assurances were £82,900, the 
consideration for annuities-certain was 
£368,000 and the gross interest income was 
£136,000. Claims under sinking fund as- 
surances matured were £83,000, and annui- 
ties-certain payments (less income tax) were 
£107,000. 

NEW LIFE BUSINESS 


The total amount of new ‘life assurance 
business granted by the society during the 
year consisted of over 39,000 policies and 
sums assured of {£35,965,000, the whole of 
which was obtained from our connections in 
Great Britain. These figures represent an 
increase of over 8,000 policies and nearly 
£6} million in sums assured beyond those of 


397 


the previous yeat, and constitute a tecord 
in the history. of ihe society... -., 


INVESTMENTS 


The year 1947 witnessed an increase in the 
yield on long-term Government securities 
from 24 per cent. to 3 per cent. per annum, 
and, as a result, the society was enabled 10 
invest its large surplus income to greater 
advantage. 

For the first time since the outbreak of the 
war, the total of the society’s holdings of 
British Government securities showed no in- 
crease over that of the previous year, 

Practically all of our investmenis are due 
to be redeemed at fixed dates,.and a geo- 
graphical analysis shows that 95 per cent, of 
the total is invested in Great Britain with a 
further 3 per cent. in the Dominiens: the 
inarket value exceeded the aggregate balance- 
sheet value by a substantial margin. 

In conclusion, I would like to avail myself 
of this opportunity to offer on behalf of the 
directors my warmest congratulations to the 


staff upon the very satisfactory results of their 
year’s work. 





THE SCOTTISH PROVIDENT 
INSTITUTION 


MUTUAL LIFE ASSURANCE 


At the one hundred and tenth annual 
general meeting held in Edinburgh, on the 
2nd instant, the chairman, Professor Sir 
Alexander Gray, C.B.E., stated that the 
report and accounts for the year 1947 were 
highly satisfactory. The net new sums 
assured, £3,950,000, were again a record and 
in addition under group life and pension 
schemes new sums assured were £406,000 
with associated pensions of £114,000. per 
annum. 

The consideration for annuities, £726,000, 
showed a substantial increase which may be 
taken as evidence that more and more people 
are being forced by current financial condi- 
tions to maintain income at the expense of 
capital, Claims by death showed a slight 
reduction and were again well within the 
amount expected. 

Interest Income, £1,130,000 gross or 
£850,000 net exceeded that for 1946 and gave 
an average yield of £4 9s. 9d. per cent. gross 
or £3 7s. 9d. per cent. net calculated on the 
total funds. € nationalisation of industries 
had substituted the low return of a Govern- 
ment security for the larger income formerly 
enjoyed from securities of excellent standing, 
but the position was constantly under review 
and efforts were being made to maintain the 
investment income at the highest level com- 
patible with the primary consideration of 
security. 


FUNDS EXCEED £26,000,000 


The funds increased during the year by 
nearly’ £850,000 and for the first time 
exceeded £26,000,000. The investments 
showed a substantial margin over the values 
entered in the balance sheet even though 
there had been a fall in prices generally 
during the year, The reduction in security 
values combined as it was with higher rates 
of interest tended in many respects t0 a more 
satisfactory position so far as life assurance 
funds were concerned. 

The effecting of a new policy was not 
expenditure on a commodity in short supply 
but a form of saving and the need today 
of life assurance as a means of protecting 
dependants was greater than ever before. 
The Institution with its distinctive system of 
with-profit whole-life assurance offered 
maximum cover at minimum rates. It had 
also designed the “ Adequate Income” policy 
to provide dependants with income as. well 
as capital. nder this «scheme a very 


moderate additional premium secured, as a 

supplement to each £1,000. of sum assured 

under an ordinary whole-life or endowment 

assurance, payment ot £150 a year com-. 

mencing at death if within 20 years and con- 

tinuing to the end of that term. : 
The report was adopied. 
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SECOND BRITISH ASSETS 
TRUST, LIMITED 
STRONG FINANCIAL POSITION 


INCREASED DIVIDEND 


The sixty-ninth annual general meeting of 
this Company was ‘held ‘at Edinburgh, on 
(hursday, the 4th instant, Mr W. H. Fraser, 
chairman of the company, presiding. 

In moving the adoption of the report and 
accounts, the chairman said: 

Before proceeding with more formal 
matters I should like to welcome the many 
new holders of our ordinary stock whose 
names have appeared for the first time on 
our register subsequent to our last annual 
meeting. At that time 96 per cent. of our 
ordinary stock was held by British Assets 
Trust, the remainder being distributed 
umong some 70 stockholders. During the 
year under review British Assets Trust dis- 
posed of the major part of its holding, which 
was acquired by its own ordinary stock- 
holders to whom it was offered proportion- 
ately to their existing holdings at £2 per 
£1 of stock. As a result we have now some 
1,900 ordinary stockholders, the majority of 
whom have hitherto had only an indirect 
interest in this company through their 
wdinary stockholdings. in British Assets 
Trust. 

THE DIVIDEND 

Some of you may wonder how this comes 
to be the sixty-ninth annual general meeting 
of this company while British Assets Trust 
has only completed 50 years of existence. 
The explanation is that this company was 
registered under the name of the Edinburgh 
American Land Mortgage Company in 1878 
to undertake, as its mame imphed, mortgage 
business in the U.S.A. In 1920 practically 
the whole of the company’s ordinary capital 
was acquired by British Assets Trust, and in 
1925, following on the disposal of nearly all 
its mortgages, it became an ordinary invest- 
ment trust and the name was changed to 
Second British Assets Trust. After 1931, 
in common with other trust companies, it 
went through a difficult period, but, as the 
result of gradually improving conditions and 
the exercise by the directors of a very con- 
servative dividend policy, the company 1s now 
in a stronger financial position than it has 
ever been. In these circumstances the 
directors feel that the time has come to bring 
our dividend payments more into line with 
our. earnings. We accordingly recommend 
a final dividend of 12} per cent. for the past 
year making, with the interim dividend, a 
total of 15 per cent. for the year, compared 
with 10 per cent. for the previous year. 

Turning to the accounts and balance sheet 
vou will find that this year varicus minor 
alterations have been made to bring them 
into line with the requirements of the com- 
panies act which will shortly become obliga- 
tory. The changes mainly concern the set- 
ting out of the gross income and taxation 
figures, net income is not affected. In the 
balance sheet you will see that the item “ Tax 
Reserve and Contingent Fund” is now 
shown separately in place of being deducted 
frem the book cost of investments. Figures 
for the previous year have been adjusted for 
comparison. 

YEAR’S INCOME 


Qur gross income for the past year 
amounted to £178,426 as against the previous 
year’s figure of £153,525. After providing 
for taxation, management expenses, interest, 
and preference stock dividend the amount 
available for ordinary stockholders was 
£52,694 equal to 27.4 per cent. gross on the 
ordinary stock compared with £39,126 or 
20.4 per cent. a year ago. 

A valuation of the Investments at the close 
of the vear shows an appreciation of 37°84 
per cent. on the balance-sheet figure com- 
pared with 40:91 cent. a year ago. 

In the absence of unforeseen circumstances 
the directors propose in order to reduce the 
disparity between the interim and final divi- 
dends to increase the- former from 2} per 


cent. to 5 per cent., but there is no present 
intention to increase the total distribution. 

Satisfactory as the directors regard the 
results of the past year to be they consider 
a strengthening of the company. in 
these uncertain times advisable and they have 
therefore added £ to the income 
reserve fund. At the same time we do not 
look for any material change on our revenue 
figures for the current year, and hope at our 
next meeting to be able to produce a satis- 
factory report. 

The report and accounts were unanimously 
adopted. 


KING LINE LIMITED 
A SOUND POSITION 
SIR VERNON THOMSON’S SPEECH 


The fifty-ninth annual general meeting of 
King Line Limited, was held, on the 25th 
ultimo, in London. 

Sir Vernon Thomson, Bt., G.B.E., the 
Chairman, said: Gentlemen,—The accounts 
show the results for the fifty-ninth year of the 
company’s trading. They set out clearly the 
position of the company, which plainly is 
sound and financially strong. 

Taxation on the current year’s profits ab- 
sorbs the large sum of £254.000, and after 
applying £35,099 towards writing down the 
book value of the fleet, there remains a 
balance of £291,853, which includes the 
sum of £78,311 excess profits taxation provi- 
sion no longer required; to this has to be 
added the amount brought forward from 
1946. The company’s reserve account has 
been augmented by £250,000, making it now 
£500,000, and the directors recommend a 
total distribution of 15 per cent. for the year 
1947, less income tax (the same as for the 
previous year), carrying forward the: balance 
of £179,457. This dividend represents 4.4 
per cent. upon the real capital of the com- 
pany, that is, upon its issued capital, plus 
reserves. 

The investments are worth substantially 
more than the £803,439 at which they appear 
in the company’s books. The bank balances 
speak for themselves. The company owns 
Six motor vessels and one steamship, of a 
total deadweight carrying. capacity of 64,320 
tons. The vessels are of an average age of 
ll years and stand in the company’s books 
at the moderate figure of £6 2s. 4d. per ton 
deadweight. 


THE OUTLOOK 


The immediate prospects for British 
Tramp Shipping for the next few months 
continue good; beyond that the prospect is 
still uncertain. It is prudent ship manage- 
ment policy, however, to strengthen the com- 
pany’s reserves as much as possible while 
current remunerative freights permit. Thus 
far the company has only replaced four out 
of the eleven vessels lost dur.ng the war. 

Shipbuilding costs are, as is now well 
known, stil! abnormally high, and repairs 
and running costs, including oil and coal 
fuel, are likewise far in excess of prewar 
costs. Efficient tonnage is of first importance 
to a shipping company in world trade com- 
petition, and an adequate and efficient mer- 
cantile marine is indispensable to Britain’s 
well-being. 

SERVICES OF ShIPPING 


In these grave times of inflation and 
economic stringency, the importance of 
shipping in the national economy is out- 
standing, in bringing to Britain the vital 
supplies of food and of raw materials essential 
to maintain full employment and the present 
standard of living in the U.K., and im carry- 
ing our exports. British shipping services 
overseas rank as U.K. invisible exports; they 
are higher than any other single industry 


export drive depends upon shipping. " British 
shipping is our greatest earner of foreign 

The report and accounts were adopted 
and the dividend as recommended was 
approved. 


THE BCONOMIST, ‘March 6, 194§_ 


MANCHESTER SHIP CANAL» 
SIR F. J, WEST'S SURVEY 
The ordinary general meeting of this cole: 


pany was held, on the 27th ultimo, in Mans 
chester, Sir Frederick J. West; G.B.E; (chair. 
man of the company), iding. ee 
In the course of his address the Chairman 
said: The net revenue, for the year ‘way 
£806,896, which compares. with £391,037 in 
1946—an increase of £415,859. After adding 
£2,803 brought forward from the previous 
year, setting aside £135,000 for income. 
and deducting £344,312 tor loan and deben. 
ture interest there remained £330,387 for 
dividends and reserves. It is proposed. that 
there should be appropriated £35,000 to 
reserve for contingencies and repairs and that 
out of the balance of £295,387 the following 
dividends, amounting to £272,175, should be 


a 


paid: — 
Three and a-half per cent. on the Man- 
chester Ship-Canal Corporation Three and 
a-Half per Centum Preference stock, 
Four per cent, on Preference shares. 
Two per cent. on Ordinary shares. 
Carrying forward £23,212 to next year's 
account, 
INCREASED TONNAGE 


Receipts from tolls and ship dues showed 
an increase of £332,831—most of which is 
atiributable to the increase of 1,260,000 tons 
in the volume of traffic. Traffic rentals and 
sundry receipts were also more by £53,659. 
The actual expenditure on the working of the 
Ship Canal showed.a decrease of £39,450. 


INDUSTRIAL DEVELOPMENT 


Industrial development within the Ship 
Canal zone is ever uppermost in our minds, 
No one here needs to be reminded that the 
Ship Canal was promoted to attract trade 
and industry and to bring prosperity to what 
was very much a depressed area in the last 
quarter of last century. Around abour is 
there is ample evidence that the faith and 
enterprise of its promoters were justified, but 
I am beginning to fear that, in the generous 
measure of their success, there may lie the 
germ of our undoing. 

The peculiar advantages which have en 
sured the success here of a particular kind 
of enterprise continue to attract the indus 
trialist, but other forces are at work as indus 
trial planning is subject to much direction 
There are two Government measures paf- 
ticularly affecting the situation. 

First: "The Distribution of Industry Act, 
1945—designed to encourage the settlement 
of industry in certain scheduled areas where 
a better balanced industrial set-up and greater 
opportunities for employment were con- 
sidered to be desirable in the national 
interest. ; 

Secondly: The Town and Country Plan 
ning Act, 1947, which provides that virtually 
no development can be carried out anywhere 
unless the Board of Trade certifies that such 
development is consistent with the proper 
distribution of industry. If there are any 
gaps in Government control in the first Act 
this closes them. 2 

An industrialist may be offered vi 
material inducements to abandon the site 
his choice for another in a scheduled area. 
There is little criticism of this pressing of 
alternative proposals so long as it is a long- 
term policy in the national interest. But you 
will agree from what I have said that 8 
almost impossible to set a limit to the com 
siderations upon which an industry may be 
refused the permits and priorities necessaty 
before a start can be made. I fear that mr 
dustry is being lost to us—not by the long- 
term policy of rehabilitating depressed areas 
—but on a short-term policy of dealing with 


local pockets of unemployment and tem- 


porary housing difficulties. _ a3 

In conclusion I would say that the fortune 
of your undertaking are too closely iden 
with those of the country at large [0 
considered apart. =~ 


_ The report and accounts were unanimously 


adopted. 
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Nene Soaesaeaweeees | |'BANK’ OF SCOTLAND 


Bankers to the Government in Kenya ‘Colo®yc and Uganda. 
Head Office 26 BISHCPSGATE, LONDON,’E.C.2. 


BRANCHES: 

Aden + and Corkin Madras * Kisumu Kenya } 

Aden Point “> (S- -India) ~ Mandalay ~~ Mombasa Colony Constituted by Act o! Parliament 1695" 3) 

‘ . » Oop 

er vet ute — Nakuru cr ' AUTHORISED CAPITAL . wee soe owe see asia iad 
rTHLEDD J e aaa) Entebt j 
Calcutta Kandy Rangoon Jinja Unanda i CAPITAL FULLY PAID . mee arcs deep £2,400,009 » 
Cawnpoye Karachi Tuticorin Kampala & ' RESERVE FUND & BALANCE carried beeward eee £2,765,948 © 
Chittagong Lahore Zanzibar’ Mbale : 










DEPOSITS & CREDIT BALANCES 


Dar-es-Salaam Mwanza Tanga ... coe vee Tanganyika Territory 
SUBSCRIBED CAPITAL.. os +» &4,000,000 
PAID-UP CAPITAL woe eee £2,000,000 
RESERVE FUND... cee -.. £2,300,000 


Pie Bank conducts every description of Eastern Banking business. 
Trusteeships and Executorships also uadertaken, 


as at 28th February, 1947 ... pie am es 287,073,848 i 


Head Office: THE MOUND, EDINBURGH 


Over 200 Branches and Sub-Branches throughout Scotland, 
London Offices: 


CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18, PICCADILLY, W. 


SERVICE 


Founded over a century ago, The Union 
Bank of Australia, at its Branches throughout 
Australia and New Zealand, offers a com- 


nejenite Bung Sev coe ST BL W, BLYDENSTEIN & CO 
modern requirement. ' s s a 


Established This extensive organisation is placed at the Established 1853 
oe i 





183 disposal of visitors desirous of transacting any 
description of banking business. 
We invite you to discuss your travel and 
banking problems with our specialised 
departments. 





BANKERS 


Head Office : 
7i, CORNHILL, 


The 
LONDON, E.C.3. UNION BANK 
vente acct OF AUSTRALIA 


and New Zealand. LIMITED 





| 54, 55 & 56, Threadneedle Street, London, E.C.2 





Special Departments of the Bank are 


ready to supply first hand information 


trade opportunities, market data and 


| 

| 

| 
EXPORTS || Lloyds Bank 


look after 
records on current conditions. 


ENQUIRIES WFIeONED | your interests 
THE CANADIAN BANK | 3 
OF COMMERCE | 


(incorperated in Canada in 1867 with Limited Liability) 


2, LOMBARD STREET, LONDON, E.C.3. 


Head Office : Toronto, Canada. 


| on Canada — industrial plant locations, 


SEE THE MANAGER OF YOUR LOCAL BRANCH 


eee ,. a 


REFUGE ASSURANCE COMPANY, LTD. 
Chie: Office: OXFORD STREET, MANCHESTER, | 


| 


ANNUAL INCOME EXCEEDS 
ASSETS EXCEED 
CLAIMS PAID EXCEED 


LONDON OFFICES: 37, Nicholas Lane, E.G.4;3 and 


DOMINION OF GANADA 18/20, Regent Street, Piccadilly Circus, 8.W.45 
THREE-AND-QUARTER PER CENT REGISTERED STOCK era aa 
For the purpose of proper interest hr due ist May, 8, the Every description of Banking Service undertaken. 

BALANCES will be S ICK on the even ing of the ist April, Xiong after 

which date the Stock will be transferred ex-divide For the Bank of | Ts CHARTERED INSTITUTE OF SECRETARIES.—Directors 





Montreal, financial agents of the Govern tof the Dominion of Canada requiring the services of CHARTERED SECRETARI to m 
in “Loudon, A. D. Harper,’ =e 47, readneedle Street, EC2. ist | secretarial ae similar executive posts are invited to commun cate eon 
March, “1948. the Secretary of the Institute, 16, *Costan Street, Mansion House, + 
~~ Printed in Great Britain by St ‘CLEMENTS Press, Lip. P St., Kings way, London, W.C.2-” Publi yegity by Tus EcoNoMIS Aree, Lrp., 
at 22 Ryder Suen St. James’s, London, $.W.1. Qiry BTR iY R.'S. Farley, 111 Gissonart hat 6.—Saturday, Mace 6 194 19. 





